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REORGANIZATION OF HEALTH PROGRAMS IN HEW 

MONDAY, JULY 30,  1973 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON PUBLIC HEALTH AND ENVIRONMENT, 

COMMITTEE  ON  INTERSTATE  AND  FOREIGN  COMMERCE,   . 
Washington, D.C, 

The subcommittee met at 10 a.m., pursuant to notice, in room 2322, 
Raybum House Office Building, Hon. Paul G. Rogers, chaii'maui 
presiding. 

Mr. ROGERS. The subcommittee mil come to order. 
This morning the subcommittee is conducting oversight hearings 

on the recent reorganization of the Department of Health, Education, 
and Welfare. 

The Department of Health, Education, and Welfare derives ita 
authority to operate programs from the Congress, and thus it is ac- 
countable to the Congress for the performance of its programs. The 
reorganization of tlie "H" portion of HEW is thus of great interest 
to this subcommittee, which has MTitten much of the health program 
authority for HEW. Today's hearing will focus on the effect of the 
reorganization on the programs developed by this subcommittee, as 
well as its effect on the maternal and child health programs. 

This subcommittee has notliing against reorganization. Indeed, few 
would argue that HEW does not need a reorganization in the health 
field. However, if the effect of the reorganization is to retard programs 
developed by this subcommittee, then we will consider legislative 
action to reverse decisions which retaid the proper functioning of 
those programs. 

We will be hearing testimony on this from Dr. Charles Edwards, 
Assistant Secretary for Health of the Department of Health, Educa- 
tion, and Welfare. Our first witness this morning, is the Honorable 
Hugh Carey, a member of the House Wavs and Means Committee. 

Before we have witnesses today I think Dr. Roy, as I understand, 
may have some remarks he would like to make before we get into 
witnesses and the Chair would recognize the gentleman. 

Mr. Roy. Thank you, Mr. Chairman. 
I very much appreciate the fact that today we are going to have 

hearings on the reorganization of the Health Division of the Depart- 
ment of Health, Education, and Welfare. Mr. Chairman, these hear- 
ings are held, as you so well expressed, on national TV this morning at 
a difficult time in the history of Federal health programs. At the 
present time programs designed by the Congre.ss to meet the health 
needs of the people of this Nation are under unprecedented attack. 
While the officials of this administration pay lip service to and hold 
propaganda conferences about the importance of Federal programs 

(1) 



•desigfned to improve the health and health care of the people of this 
Nation, their performance has been diametrically opposed to that 
position. If we follow John Mitchell's admonition to "watch what we 
do, not what we say," hardly a worse situation could be imagined  

Mr. CARTER. Mr. Chairman. 
Mr. KoY. Within the past year this administration has twice vetoed 

Department of HEW appropriation bills carefully worked out within 
the Congress to provide adequate, but not extravagant, funds for 
health and educational programs. The administration has submitted 
a budget request for fiscal year 1974 for health programs which, if we 
include inflation, provide 16 percent less funds for health programs 
than was appropriated in fiscal year 1972. And perhaps most serious of 
all, this administration has illegally impounded—or at least left 
unspent—$1.1 billion of health funds in 1973. It should be stressed 
that this attack is not merely an attack on Federal health programs, 
but it is also an attack on the Congress and the very constitutional 
basis for our Government. The funds impounded—or as I said, at 
least not spent—in fiscal year 197.3 were legally authorized and ap- 
S'opriated and according to the provisions of section 601 of the Public 

ealth Service Act, wliich was adopted by an override of a Presidential 
veto in 1970, funds appropriated pursuant to the Public Health Service 
Act must be spent. The impoundment or nonspending of health fimds 
in fiscal year 1973 is a clear example of the administration's consider- 
ing itself above the law. 

Subsequent to this vmprocedented attack on both Federal health 
programs and the constitutional powers of Congress, the Department 
of Health, Education, and Welfare began a reorganization of the 
administration of health programs in February of this year. This 
reorganization was from the beginning unmistakenly a part of the 
attempt to reduce and abolish a number of health programs. 

The first line of the charge to the committee on the reorganization 
states, "The admmistration has made a number of policy decisions 
on the direction of Federal programs for health services." 

This reorganization is then unmistakenlv a political reorganization. 
A political reorganization is without basis in legislation, cither au- 
thorizing or appropriations legislation, a political reorganization 
whose ba.sis, "administration policy decisions," has been, in fact, 
explicitly rejected with the passage of Senate 1136 and House Joint 
Resolution 636 by both the authorizing and Appropriation Committees 
of the House and Senate of the United States. 

In recent days we have heard nuich from this administration about 
this administration's illegal activities and subsequent attempts to 
cover up certain activities. We have heard about burglaries and 
subsequent payoffs to the burglare. We have heard about illegal 
bombing raids and subsequent falsification of reports, so in health 
we know well of the illegal impoundment of $1.1 billion in fiscal 
year 1973 moneys. Today we prepare to hear testimony on an attempt 
to cover up the impoundment by the so-called reorganization of the 
health division of the Department of Health, Education, and Welfare. 

Thank you, Mr. Chairman. 
Mr. ROGERS. Dr. Carter, you may say something. 
Mr. CARTER. Mr. Chairman, I do wish to say something. I am 

distressed to see this committee, which has been oi^anized to legislate 



on health and environment, sink to the lowest depths of politics. I 
regret it very much. As every man on this committee knows, and as 
Dr. Edwards and his staff know, I have supported every worthwhile 
piece of health legislation for the past 8% years, and have opposed 
all cuts in appropriations. 

It is with extreme regret that I see this committee made a political 
forum to laimch the campaign of the gentleman for the Senate in 
Kansas. I regret this. I had hoped that we wouldn't sink to politics 
on this committee. 

Now, Mr. Chairman, if we want to do some reorganization, and 
this Committee has su^ested that we do that, I want to remind you 
that there is a bill before you which would establish legislation pro- 
viding funds for different diseases for research, treatment, and so on, 
for different diseases according to the mortality, morbidity, and ec- 
onomic impact of such diseases. For instance, since heart disease has 
the greatest mortality, morbidity, and economic impact in our 
countrv, then most of our funds should be devoted in this area. Second, 
since the cancer is the second greatest killer, then the second amount 
of funds should be devoted to research and treatment in this area. 

This bill which has been introduced before this House for the past 
2 years has not been given a great deal of consideration. Instead of 
that this committee has time after time taken up Uttle bills which 
have political impact, such as Cooley's anemia. I am a physician, and 
of many years, but I have never even seen a case of Cooley's anemia. 
It is a very rare bird. 

If the legislation which I had proposed basuig appropriations on 
authorizations on morbidity, mortahty, and economic impact, had 
been in effect it would have been unnecessary to have had a hearing 
on diabetes last week because it would have received the funds which 
were necessary for it. 

This is not done. Instead of that this committee has chosen to take a 
political attitude and even insinuate that it would ask for the resigna- 
tion of one of the most capable Secretaries of HEW we have ever 
had, Mr. Caspar Weinberger. 

I regret that in some cases perhaps funds have been impounded, 
but I want to tell you that in manv others it has been necessary. In 
mental health, in particular—and 1 am one of the men who have 
developed that bill. 

In fact, every piece of health legislation which has been enacted in 
the past 8% years I have been part of. But we have seen mental 
health. I have checked it thoroughly, and I have investigated the 
State of Kentucky. The Executive Secretary, Mr. Ashor Tulles, 
called on me and told me that administration should be cut at least 
50 percent. Mr. Weinberger has seen fit to cut in this area, and the 
reason, the basis of Mr. TuUes' recommendation, was the fact that 
too much was being spent on adramistration in this area. 

Now the services, the part in which people are helped, was not to 
be cut. I will give you a specific instance. In one area in Kentucky 
the regional director was found to have embezzled $6,000 or $8,000, 
and only left an I O U in his desk. This man had been guilty before of 
taking funds, and before this time the regional board, as the record 
shows, had increased his salary so that he could pay back that money. 



In Louisville, Ky., we have what is called a crisis center under 
mental health, and hundreds of thousands of dollars are spent each 
year on this crisis center. Not a physician is present, but as mam- as^ 
10 of 15 people are in this crisis center, and when a man who is a poten- 
tial suicide comes there, the answer given as to his treatment is that 
they "rap" with him. I think that this is absolutely and totally not 
the proper treatment. He should see a psychiatrist immediately and 
be treated by a psj-cliiatrist. 

In Lexington, Ky., we had the ver^^ same, or something of the same 
nature happen. Judge Monihan, the Federal judge in that district, 
told the district attorney, Mr. Eugene Siler, to get to the depths of 
the dirty treatment and the dirty methods of treatment that were 
going on in tlie Lexington unit. This is a matter of record today in 
the Federal Court of Eastern District of Kentucky. 

So I wish to commend the Secretary of HEW for his grit in doing' 
something about the waste of money in mental health. That is being- 
done, and I think is eminently justified. We want t<i give every cent 
that is needed in all these areas, and to say that these things are 
illegal, absolutely illegal, is to say that Thomas Jefferson also violated 
the law because we know that lie began impounding funds durmg his 
administration. 

I tliink I came here today not realizing that we would have a 
political forum on which to impeach members of the party or in which 
to say all manner of evil against the Secretary of HEW and others. 
I can't do that. I deeply regret to see this committee, which has done 
so much for health in the past few years, sink to a low level, and I 
thank the distinguished chairman for jielduig. 

Mr. ROY. Mr. Chairman, may I have a word, please? 
I made two accusations: No. 1, that funds have been illegally not 

spent. Like I say, I don't want to use the word "impounded" because 
it has certain technical meanings. I base that ui part on the President's 
veto message, and the third paragraph of that states the following: 
"One of the most unacceptable provisions of this bill is in section 601. 
Here the Congress insists tluit funds appropriated for any fiscal year 
through 1973 to carry out the programs involved must be spent." 
The veto was overridden. 

I think the President has stated this very clearly, has admitted 
that which was provided in that bill. And here, of course, we have a 
list that is public knowledge. Everyone knows that there has been 
$1,095 million that have not been spent on these programs. 

Now, the second charge I made was that the reorganization is a 
coverup of the failure to make a health effort within the administra- 
tion, and I would like to go to page 20 of the stutly perspective and 
one of the major items in caps, underlined, is "The new organization 
must provide for the phaseout of major health service activities." 
1 submit to my friend. Dr. Carter, whom I respect greatly, and who 
has done an exceptional job in health, that we have not at this time 
authorized the phaseout of major health service activities. 

Now, I am privileged to sit on this committee, and I am very open to 
consideration of restructuring of our health programs, and phasing out 
some programs and bringing others together, but I would submit to 
you that as we study this reorganisation, which I have over the past 
2 or 3 weeks, we'll see that by administrating a fiat they intend to do 



that which they are not authorized to do by law, and I object very 
strenuously to this. 

I think we are seeing the Office of Management and Budget, from 
whence our Secretary of HEW came, and our Secretary of HEW 
behave as if this committee and the Congress do not in fact exist, and 
I feel that I would not be fulfilling my constitutional duty or responsi- 
bilities to the people that I represent or to this committee if I didn't 
object to such highhanded means of doing business. 

Mr. CARTER. Mr. Chairman. 
Mr. KoQERS. Yes. 
Mr. CARTER. In answer to the first allegation, the impoundment of 

funds, since we know it has gone on since the time of Thomas Jefferson, 
that is the answer to the first allegation. 

Mr. ROY. Will the gentleman yield? 
Mr. CARTER. No; I -will not yield at this time. 
Second, if this committee and the House of Representatives had 

acted responsibly, impoundment of funds in many areas would 
not have become necessar3^ If legislation which had been before you 
had been passed, such impoundment would not have been necessary. 

Mr. ROT. Mr. Chairman, may I have one final word, sir, and that is 
some legislation provides for the optional spending of funds, and other 
legislation states specifically that funds must be spent. I think we 
must differentiate in this respect. 

I appreciate your indulgence, Mr. Chairman. 
Mr. ROGERS. Now I think we have gotten some things off our 

chest  
Mr. HASTINGS. Mr. Chairman, may I have a word? 
I have listened with a great deal of interest to both you, Mr. 

Chairman, and to the gentlemen from Kansas and Kentucky. I am 
highly disturbed, frankly, that if the gentleman from Kansas is correct 
he is bringing Watergate into the subject of reorganization that we 
are talking about this morning. If that is so, as I understand the 
g;entleman, then this appears to be what amounts to a trial now of 
HEW and the Secretary, and the methods by which—-and I might 
say I bow to nobody in opposing HEW when I think they are wrong, 
and I think HEW might tell you that, but certainly I am not going 
to participate in what looks to me like it is going to be a trial of 
Health, Education, and Welfare when in fact I feel our responsibility 
is a legislative one, and I for one don't intend to participate in what 
I think at this point to be a trial, a followup oi Watergate, which 
certainly I don't support, and I don't think anybody on this committee 
does, but I think it is highly improper to inject it into this, and I for 
one do not intend to stay and participate in this. 

Mr. ROT. Mr. Chairman, I would be happy, if the committee 
approves, to strike the paragraph that made reference to the bombing 
and burglaries from the record and apologize to the gentlemen for 
bringing that portion into the record. I think you are correct in that 
respect. 

Air. CARTER. Mr. Chairman, I have only one thing to say. Even 
though I come from one of the strongest Republican districts in the 
United States, I was not associated with the Committee To Re-elect 
the President of the United States. For some reason they chose not 
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to nin with many of us people in the South. I know nothing of Water- 
gate. Neither does any Member of the Republican Congress, so far 
as I know. We were not associated with it, and I don't like the 
allegation of anyone that I had anything, or any other Republican 
Member of Congress, had anything to do with it, or knew anything 
about it. 

Thank you. 
Mr. ROGERS. Well, I am sure that is true. 
All right. 
Our first witness this morning is our distinguished colleague, the 

Honorable Hugh L. Carey, who has been a Member of the Congress 
for many years, who is most active in the health field, and who is on 
a most important committee that deals with health. 

We welcome you to this committee. As I imderstand that you would 
like your full statement to be made a part of the record, and without 
objection it is so ordered. 

STATEMENT OF HON. HUGH I. CAREY, A REPRESEITrATIVE IN 
CONGEESS FKOM THE STATE OF NEW YOEK 

Mr. CABET. That is correct, Mr. Chairman. [See p. 12.] 
I have in the hands of the subcommittee a written statement, what I 

might consider my statement in chief, detailing my reservations and 
concerns on the present progress of reorganization and the plans of the 
at!ministration of the health field, and then an oral presentation 
which I will summarize, I hope, in order to pinpoint and detail and 
personalize those concerns. 

Mr. ROGERS. That vnW be fine. 
Mr. CAREY. Mr. Chairman, may I say that I hope I will not add to 

any note of acrimony or partisanship in the testimony I shall give, but 
bemg a Brooklynite of Celtic origin, I do not feel at all ill at ease or 
frankly out of sorts being here this morning. I only wish that my 
colleague from New York, Mr. Hastings, had not found itnecessarj' to 
leave the subcommittee or that Dr. Tim Lee Carter, my distinguished 
colleague and old friend, hatl not done so, because in my opening I did 
want to pay my sincere homage and respect to both men for the 
magnificent job they have done in the great tradition of this subcom- 
mittee in pursuing progress in the health field. 

Mr. ROGERS. The Chair will make those feelings known to the 
gentlemen when they return. 

Mr. CAREY. Mr. Chairman, I may further state that I do appreciate 
the viewpoint of our colleague. Congressman Roy, and your own to be 
not a kind of partisanship to that we normallj'^ find between the parties 
or political partisanship out part of the long tradition of a congres- 
sional partisanship for progress against the several administrations 
during which I have served when Congress has had consistently to 
override and overrule the budget people downtown. 

That happened in the Kennedy administration, it happened in the 
Johnson administration, it is happening in this administration. Some- 
how and for some reason it appears that when we get around to the 
theme of a bald budget we fincl the soft programs to be those which 
are most delectable to the 0MB. I don't know why health has to be 
classified among the soft programs because it creates the greatest 
hardships in this country when it is lacking. 



That is why I am here this morning, Mr. Chairman. I am here as a 
member of the Ways and Means Committee. Our function is budget 
oversight, the revenue side of the budget and the fiscal management 
necessaiy to move this country forward. And I came over to this 
distinguished subcommittee because I have a fear as well as a concern 
that as we approach and try to prepare for a national health program 
of any kind, whether it be the Medi-credit plan or any of the other 
programs now being suggested or the admimstration program before 
our committee, my fear, my apprehension, is that it will be beyond 
our reach in terms of expense. I am practical in terms of implementa- 
tion, because there cannot be a national program of health delivery 
service in the comprehensive field unless wo have leadership from the 
top working through the States, so that we have the structure on 
which to build the health care delivery services. 

So my major thrust today before this distinguished subcommittee, 
Mr. Chairman, is that I see, as a Ways and Means member, that we 
are in the process of sorting, trying to build a craft, a seaworthy 
craft, to move ahead in the field of hedth and we will have little success 
in doing that if while we are trying to build a seaworthy craft in the 
field of health someone is out there mining the channel ahead of us 
so it is going to founder or blow up as soon as it hits the first wave. 

That is exactly what I see happening. I am well convinced that any 
move in terms of the most modest pro-am of health care insurance 
must be preceded by atlequate preventive care, research, and setting 
up the States in such fashion as we have peer revieAV and health 
maintenance organizations which will make certain that we don't 
repeat the mistakes that were unfortunately suffered when we passed 
medicaid and medicare without such a structure to guard and monitor 
the expenditures, so that is why I am here this morning. 

My concern is with this so-called reorganization. Let me sound a 
personal note, Mr. Chairman. I know what access to an outstanding 
medical system means to a family. In January of this year, following 
2ji years after radical mastectomy, my wife, Helen Carey, underwent 
further surgery for cancer. For the last 7 months we have been going 
to the National Institutes of Health and other centers in the country 
and in consultation with our private medical persons, and I can say 
that fii"st hand I have seen the zeal, the expertise, the dedication that 
this world center at NIH gives to people in need, and I speak from a 
personal viewpoint with what I hope is a great deal of passion which 
IS understandable. 

My wife, the mother of our 14 children, has been saved at tliis stage 
from terminal cancer. Why? Because there were available the full 
range of programs, expert surgery, cobalt techniques, radiology-, the 
careful following of the progress of the disease, and then chemotherapy 
which has taken hold, but 1 feel a sense of guilt, if you will, or a sense 
of greater responsibility that while I am the beneficiary of these, as is 
my wife, of these new found and great techniques in medicine, what 
of all those who do not have access to the National Heart and Lung 
Institute, who do not have access to the maternal and child health 
care programs, who do not have access to the other great and wondrous 
developments that can be had if we wU keep the progress going at 
the national level. 

So that is why I am here today. I am here in the tradition of great 
members of this committee, yours, Mr. Hastings, Dr. Carter, Dr. 
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Roy, and men whose names are legion in medicine like Fogarty, 
Xister Hill, and Mel Laird. 

I think what we are trying to do together, in Ways and Means 
«nd your committee, is to build a viable health care structure. For 
•decades the Congress has worked to guarantee every American the 
right to adequate preventive care and medical treatment. Well, I 
accuse Mr. Weinberger and his associates, of planning fiscal starvation 
and bureaucratic euthanasia on the health care programs the Congress 
has funded to serve that right. 

Congressman Fogarty, Avhen chairman of the Labor-HEW Appro- 
priations Subcommittee, took the floor in the mid 1960's and m a 
series of 60 or so roll calls, placed the House of Representatives 
squarely in the lead of the health-care movement in this country. He 
overrode objections of two Presidents of his own party in asserting 
congressional leadership in tlie health field. Both he and the ranking 
minority member of tlie subcommittee, Mr. Laird, expressed their 
concern that the Wliite House should leave legislation on health to 
the Congress. Once the President and Secretary of HEW present 
their thinkuig on how our spending priorities should be ordered, they 
should ilevote their efforts to a faithful execution and administration 
of programs passed by the Congress. Mr. Chairman, we are now faced 
wth a carefully connived plan within the White House, 0MB and 
HEW to take this Nation's health-care philosophy and practice back 
to the day's of President Pierce, who in 1854, vetoed legislation to 
help the insane as being constitutionally inappropriate. 

We are facing an effort on the part of Mr. Weuiberger, and his 
fellow hatchetmcn, to wipe out the Federal commitment to Health, 
Education and Welfare that was supported to strongly back in 
195.3 by Senator Robert Taft. The distinguished Republican leader 
of the .Senate during President Eisenhower's first term, in commenting 
on elevating HEW to cabinet status, stated: 

I am very much pleased that we have finally reached our objective. These 
activities of the Federal Government are tremeudoulsy important to the welfare 
of the Nation. 

Senator Taft was joined by Senator Humphrey, who echoed his 
Republican colleagues sentiments. 

Mr. Chairman, 1 thhdi Mr. Weinberger is showang greater temerity 
than wisdom, in tiying to destroy something that brought Hubert 
Humphrey and Robert Taft mto such unaccustomed harmony. 

We are now seeing, instead of a renewal of Republican leadership 
in this vital area of our national life, a calculated and ruthless attempt 
to give to the Nation what Weinberger helped Reagan give to 
California—a philosophy of no-care backed up by a program of no- 
care. 

Mr. Chairman, I believe the American people deserve better than 
the intermittent care of Medi-Cal. Dcs|)ite what Weinberger and 
Reagan think, people need more than sunshine to get and stay well. 
The people of New England, New York, Florida and the rest of the 
Nation need and expect a national health care system. 

But not only does Mr. Weinberger refuse to present administration 
proposals on national health care and insurance, he is setting about 
dismantling the struggling health-care system we now have—a 
system that took decades for the Congress to build. 



9 

The thinking at the White House and HEW is the same. The 
scorn and arrogance of inhabitants of both, toward the Congress, is 
bringmg a massive clash of these two branches ever closer. 

We in the Committee on Wavs and Means are presently consider- 
ing many different proposals for a national health care insurance 
program. We are weighing proposals such as the Kenncdy-Grifliths 
plan, Medi-credit, Amcri-plan, and others. However, passage of 
whatever plan we devise will be an empty gesture if Weinberger has 
already destroyed the researcli, education, and health care delivery 
systems vital to the successful operation of such a plan. 

Mr. Chairman, the American people are waiting for and expecting 
such a plan and program. In my own district we have a neighborhood 
health center, serving over 22,000 people. Real economies are beuig 
achieved by this type of program as well as by health' nniintenance 
organizations which were operating successfully before Weinberger, 
with no justifications, returned them to the category of uncertain 
experiments. Medical care is the top item in the Nixon inflation 
spiral. But Weuiberger is dragging HEW's feet in moving ahead 
with programs like MIC's and HMO's that will cut the Nation'.^ 
health care bill. 

We all know the necrology of hopes and programs that Mr. Wein- 
berger, hatchetman of PIEW, has begun. In this past year HEW 
failed to spend $1.1 billion, or about 25 percent of all funds appro- 
priated by Congress for health programs, other than medicaid and 
medicare. 

I might insert here, if I might, something bj'^ way of an anecdote. 
It is not apocryphal. It happened over the past weekend. My wife 
was recovering from a dosage of chemotherapj' and my 18-year-okl 
boy had come down with a viral fever, so I admmistered medication 
on my own initiative. I was seated before the television relaxing with 
a glass of wine when I discovered that the labrador had developed 
pancreatitis, of all of the people in the family. It was midnight and 
the only one home happened to be the veterhiarian. He came and 
saved the dog. So I hope medicine isn't going to the dogs in this 
countrj'. I know it is not, but that is a personal experience. Wo know 
I think what is going to happen if we let this Secretary or any Secre- 
tary tell Congress what to do with the, if you will, systematic planning 
of fiealth care which has characterized congressional programs. 

The Washington Post of this past Saturday, in a front-page story 
by Stuart Auerbach, puts the lie to this administration's commitment 
to a war on cancer—a commitment launched with so much fanfare— 
designed to be a smokescreen for what was really being planned 
all across the medical research and health-care board. 

According to Dr. Rauscher, Nixon-appointed director of the war 
on cancer, the cutting back in funds for cancer research will result in 
slowhig the time in which effective chemical therapeutic agents will 
get from the research lab to the patients' bedside. Not only will the 
war on cancer not get the $640 million it was promised earlier, but 
funding for the last fiscal j'car was cut by $59.9 million. The ])lan for 
this much heralded war, announced back in 1971, has not even been 
"prepared and sent to the Congress for action. 

Other programs have and will fare no better, unless we in the 
Congress do something about it and do it soon. Tlie National Heart 
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ami Lung Institute was given $44.2 mill on less than the Congress 
said it should got. The National Institute of Mental Health was 
forbidden to spend $199.2 million appropriated by Congress. Medical 
training was cut by $189 million. Nurse training, cut another $69.7 
million. Hospital consti-uction and improvement was funded at 
$195.2 million; thoy got not a penny of that amount. 

Another area in which HEW is flouting the law is the present 
spending policy in areas not yet covered % an appropriation. The 
continuing resolution states that agencies may spend either at the old 
appropriations level or the lower of the two previous authorizations 
figures. However, the administration is again m violation of the law, 
and in niunerous areas is spending at the level of the lowest of the new 
authorization figures. Thus is against the law and steps should be taken 
by the Congro.ss to bring this to a halt. 

Mr. Chainnan, the figures for fiscal 1974 and beyond are even more 
depressing, particularly when you realize some budget figures include 
transfers from other agencies and funding authorized in previous years. 

The National Academy of Sciences has recently analyzed the 
Nixon-Weinberger nonbudgct for health. While the Academy draws 
no shocking conclusions from the data they present, there is no need 
for such statements. The facts speak for themselves. 

For all health programs under HEW, excepting Medicare and 
Medicaid, the National Academy on page 26 of its report concludes, 
"Thus the net real increase between 1973 and 1974 is $71 million. 
This increase is not great enough to sustain existing programs at 
current levels." And we all know what current levels are—they are 
$1.1 billion less tlian the Congress said they should be in laws passed 
by us and signed by the President. I can't help wondering what the 
combination of billion-doUixr inipoumUnents, plus another year of 8- 
percent inflation will do to the little over $4 bilUon requested by the 
President for health. Back in the sixties a rule of thumb was that 
health programs, particularly those involved in research, needed 
approximatelj"^ a 15-percent increase just to continue operating at the 
same level. I hardly think this punitive $71 million increase, minus a 
billion or so, will permit much progress on the health research and 
medical treatment fronts. 

Mr. Chaii'man, the assault on health care by cutting spending and 
personnel is now full blowTi. The next step, by the admhiistration, is 
to attack administratively and destroy the effectiveness of various 
Erograms from within their structure. Quite frankly, the analogy 

etween what is happening here, and the process by which cancer 
attacks the human organism, is too strong to ignore. 

A recent press story, wliich is part of my full statement, quoted 
Dr. Arthur Lesser, a 32-year veteran in the health care field, and 
former Director of the Maternal and Child Health Care program. 
Dr. Ijesser, in a statement amiouncing his protest resignation, declared, 
"This is the firet step in the elimination of categorical programs. It is 
another disregard for the intent of Congress." 

This story, plus information secured from liighly respected health 
care professionals, both in and out of Government, proinpted my im- 
mediate interest in the proposed reorganization at PIEW. These gentle- 
men confirmed what Dr. Lesser had stated in his announcement of 
resignation. This reorganization was designed to strip various categories 
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of support personnel. Leaving the upgraded Assistant Bureau Directors 
in charge of those downgraded programs, with only five or six apologists, 
would effectively kill the programs they were proposing to make more 
efl5cient. 

As an expression of increasing congressional concern over the obvious 
ill effects on the categorical programs affected witfiin the Bureau of 
Community Health, 34 of my House colleagues joined with me in 
writing Secretary Weinberger. We stated that it is our belief that this 
reorganization is not aimed at increasing efficiency, but is, as Dr. 
Lesser stated, "another disregard for the intent of Congress." 

We asked if the Department plans to discuss this with the Congress, 
or, at least, ask informal approval of the plan. We requested clarifica- 
tion of how HEW expects transfeiTed program people to service pro- 
g-ams to which they were attached by statute. We also asked how the 
Department plans to move in light of the recent project-funding exten- 
sion of title V maternal and child health care programs. 

Mr. Chairman, it is my firm belief that Congress is beginning to 
realize that if we are going to achieve anything in dealing with this 
administration we must actively assert our leadership. Instead of 
waiting months, as is the case with the recently proposed plan for 
heart and lung research and treatment, we shoidd demand that the 
executive meet deadlines contained in the law or congressional requests. 

A special in the Sunday New York Times by Harold Scnmeck 
discussed the administration's plan for heart and lung disease. This 
plan, required by law, unbelievably, was disowned by HEW in the 
letter of transmittal. In Mr. Carlucci's words, the plan does not take 
into consideration all our other research needs. And increasing the 
funding by the needed $46 million would deprive other projects of 
their funding. 

Well, it is my hope that the Congress will provide the extra $46 
million. We can get a 1,200,000 from the White House contingency 
fund. It is ray understanding Congressman Steed feels the President 
has no need for this amount in a nonelection year. Not only should 
we provide this extra funding, but we should watch it closely and, if it 
is impounded, take the administration to court forthwith. 

In reasserting our leadership in health, the Congress has enjoyed 
extraordinary success. But that is to be expected when we go to 
court—after all, we do not have the law on our side. A regular flow of 
court decisions has continually scored the administration for playing 
being a legislative body. In cases for housing, health, highways, 
education, pollution control, mental health centers, and neighbor- 
hood youth corps, funding has been mandated by the courts. 

Mr. Chairman, let's keep a good thing going. The administration 
has thrown itself off kilter. I don't mean to suggest the Congress 
kick them while they are down, but the opportumty for Congress to 
reassert itself has arrived. Weinberger and company have demon- 
strated their bankruptcy of commitment to people and, particularly, 
people in need. I suggest we capitalize on their legal and ideological 
nakedness and proceed to legislate as we see fit. 

We have been gentlemen; we have behaved in an absolutely im- 
peccable manner; we have attempted every possible means of com- 
promise and consensus. Well, we now know it won't work and if we 
don't get moving in this particular area of health, there won't be any- 
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thine much left to save, when this administration departs for their 
sunshine sanctuaries and leave us standing in the wreckage. 

Mr. Chairman, I am appearing before your subcommittee to ex- 
press not only my concern for these specific health care sabotage 
efforts of the administration. I also wish to acknowledge the proper 
jurisdiction and leadership of this committee in the health care field. 

We need this committee's leadership in moving ahead on the re- 
search and treatment frontiers of medicine. We also need your leader- 
ship in this period of crisis—a crisis the administration has provoked 
and designed—a crisis that could leave us with nothing but quicksantl 
as a structural basis for building a national health care and insurance 
sj'stem. 

Right now we still have the bare bones of the structure we will need. 
But if we permit this administration to continue their depredations, 
we may very well be left with nothing, and arguments that a national 
health care system is too expensive may very well be perfectly true. 

Mr. Chairman, I request inclusion of my printed statements and 
attachments in the record. And in closing, I should like to present 
the committee and the Congress with this advice from Macbeth, 
V. 7, "And be these juggling fiends no more believed, that palter with 
us in a double sense; that keep the word of promise to our ear, and 
break it to our hope." 

Thank you, Mr. Chairman. 
[Testimony resumes on p. 32.] 
[Mr. Carey's prepared statement and attachments follow.] 

STATEMENT OF HON. HUGH L. CAREY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE or NEW YORK 

Mr. Chairman, I am very pleased to be here and take advantage of your kind 
offer to discus.s with the Committee some of my concerns relative to the series of 
destructive "efHciency reorganizations proposed or initiated by the Department 
of Health, Education, and VVelfare. 

I also appreciate this opportunity to communicate the views over 3.5 Members 
of the House share with me concerning the specific ill-effects the reorganization 
at HEW will have ou Maternal and Cliild Health Care programs throughout the 
Nation. These gentlemen joined me in writing the Secretary of HEW, requesting 
specific answers to very detailed and pointed questions about this proposed 
reorganization. 

MT. Chairman, before proceeding to the specifics of my testimony, I should' 
like, as a member of the House Ways & Means Committee, to assure you of my 
wholehearted supj)ort of your efforts in designing national health care legislation. 
We at Ways & Means may be revenue experts, but we certainly look to you and 
the membership of your distinguished Subcommittee for guidance in both de- 
veloping health care programs and in fighting off ill-advised attacks on those 
programs presently struggling to survive. 

Mr. Chairman, the second leading cause of death in the United States is birth. 
Heart disease takes over 700,000 a year; cancer takes about 300,000; stroke— 
over 200,000; accidents—about 140,000. Infant mortalitj', however, takes. 
."iBO.OOO lives a year. And while it certainly is not the primary concern here, 
total lifetime earnings lost through infant mortality approach $90 billions. Mr. 
Chairman, that is approximately 10% of our GNP being lost, along with the 
priceless lives of Americans who will never know that name. 

We are all aware of the U.S. international standing in infant mortality. It is 
a needless disgrace for this Nation and an even more needless time of agony for 
parents looking forward to the lives of healthy, happy children. I emphasize the 
word "needless", because that is exactly what the tragic infant mortality figures 
of the United States are. 

The Congress has had testimony from the most distinguished medical scientists,, 
practitioners, and pediatricians in the Nation. They all state unequivocally that 
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the U.S. does have the capability to .substantially reduce these figures. We do- 
have the know-how, the techniques, the health care teams, and potentially, the 
funds needed to see a national maternal and child health care system really work^ 

Mr. Chairman, dramatic proof of that can be seen in every health care area 
served by a Title V Maternal and Infant Care project. In my own 15th Congres- 
sional District in Brooklyn, the project area of Red Hook showed a reduction of 
infant mortality from 29.9 per one thousand live births in 1960, to 17.4 in 1971. 
And, Mr. Chairman, similarly remarkable figures are bing achieved all across the 
Nation. They are being achieved because the Congress has stuck to its gims and 
has continued to protect these life-giving and life-saving projects frum both 
fiscal malnutrition and eventual starvation, "efficiency" shake-ups designed to 
deprive these projects and programs of supoort. morale, and leadership. 

Mr. Chairman, in your own district in Florida, the West Palm Beach MIC 
project has reduced infant mortality from 29.2% in 1965 to 22.3% in 1969. 
MIC projects were initiated in Dade County in 1966 and I think the following 
figures need no elaboration. In 1967 the birth rate for all Dade County was 14.2; 
the infant mortality rate for the county wa.s 24 and the mortality rate for the 
MIC areas was 13. In 1972 the birth rate for all Dade County was 13.3; the in- 
fant mortality rate for the County was 16.6 and the mortality rate for the MIC 
areas was 4, per 1,000 live births. 

Figures such as these concerning our own people would seem to be reasou 
enough for us to continue and redouble our efforts to safeguard the work now 
being done in this vital area and to see that these pockets of adequate health caro 
become, in the next few years ahead, the national system of maternal and child 
health care we need—a system that will blend with and reinforce whatever 
administrative and operational structures the Congress establishes for compre- 
hensive national health care. 

Mr. Chairman, discussion of anything national in scope neces.'»arily brings into. 
play serious examination of and deliberation on the national philosophy underlying, 
and supporting any national-impact proposal. We are discussing what you, I, 
and others in the Congress, know eventually will become a national, comiJi*- 
hensive, health care system. And we are discussing this in the context of the 
various medical research, education health-care, and delivery systems that 
Congress has designed, built, and funded over decades, in preparation for just 
such a comprehensive national system. 

I should like, at this point, to quote from expressions by two Secretaries of 
Health, Education, and Welfare of what their personal philosophy is regarding 
a Federal commitment to health care. 

First: "The main thing I would like as sincerely as I possibly can convey, is 
our absolute and total commitment to assure that health care is cotistantly im- 
proved . . . and that it will not be denied to anyone by the irrelevant factor or 
their not having sufficient income." 

Second: "The great debate about Federal re.«ponsibility in health ha.s to a 
considerable extent been resolved. Our health problems—whether they involve the 
menace of air and water pollution or the quality of care in hospitals and nursing 
homes—are now seen as national problems." 

From listening to these two statements, one could very easily and justifiably 
state they both were uttered by the same man, or by men of very similar ideal* 
and commitment to the imjirovement of health care in this Nation. Well the iirst 
assurance was delivered by the present Secretary of Health, Education. & Welfare, 
Mr. Weinberger. The second was uttered by Mr. Gardner, also Secretary of 
H.E.W., when he made that statement. 

But, Mr. Chairman, deeds indicate far more clearly than words the measure of 
commitment to Federal leadership and Federal assistance to "constantly im- 
proved" health care. 

The distinguished Chairman of the parent Interstate and Foreign Commerce 
Committee, Congressman Staggers, has just released figures and correspondence 
with Secretary Weinberger which display clearly the massive impoundments of 
appropriated health care funds during fiscal 1973. They, more than any other 
evidence are an overwhelming indictment of this Administration's lack of com- 
mitment to health improving care for all Americans. 

A total of $1,095 billion in appropriated funds, relea-sed by the Office of Man- 
agement and Budget, Wiis impounded on authority of the Secretary. L'sually 
0MB does the routine, every-day impounding in this Admini>stration. However, 
it would seem the present Secretary's good judgment could be relied upon in the 
managing of these fimds mandated by the Congress to make and keep America 

26-723—74 2 
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healthy. It is also significant that while Chairman Staggers initiated his health 
impoundment inquiry with H.E.W. several months before the end of the fiscal 
year, the reply from H.E.W. was not sent to the Chairman until well into the 
first month of the new fiscal year. (Mr. Chairman, at this point in my statement, 
I ask that the correspondence between Chairman Staggers and Secretary Wein- 
berger, plus the attached memoranda and tables be printed in the record.) [See 
attachment No. 1.] 

Mr. Chairman, the necrology of health-care hopes and programs is practically 
endless and I find this continued impoundment, budget slashing, administrative 
legerdemain, and equivocation increasingly outrageous. I frankly take very 
j>ersonally this a.ssault on American health care structures we in the Congress 
nave labored to build over the past few decades. 

I think in Washington j'ou have to expect a certain amount of playing politics 
in various government cabinet departments. I can put up with dickering with 
military bases, or highway location gamesmanship, or government contract 
competition; but when you start playing politics with, or imposing personal 
ideologies on the health care of this Nation, I think it is about time to araw the 
line. 

I know what access to outstanding medical care means to a family. I've been 
going out to N.I.H. on a family mission, week in and week out, for the last seven 
months. I have seen the expertise, dedication and humanity of that magnificent' 
organization. And while thej' have not yet tried direct bureaucratic euthanasia on 
N.I.H., this Administration's track record on health care indicates that nothing 
is safe or sacred. 

Time does not permit a discussion of all the failures, backing-and-fiUing, and 
misleading statements of this Administration on National health insurance, 
Health Maintenance Organizations; failures to spend highly publicized funds for 
cancer and heart and lung research. 

However, I would like to outline briefly the recent scenario on securing an 
extension of project-funding for Maternal and Child Health Care projects funded 
under Title V of the Social Security Act. 

^This program comes under the jurisdiction of the Ways & Means Committee 
because its enabling legislation in 1965 was an amendment of the Social Security 
.'Vet. Back in 1969, the Congress authorized a change in the method of funding. 
Health Care allocations were to be given directly to State government under a 
formula grant mechanism. The states were then to provide funding for health 
care programs, Ijased on its own ordering of spending priorities. 

While the States may well be given credit for good intentions concerning con- 
tinued adequate funding for Maternal and Child Health Care projects, the liaison 
between H.E.W. and state health departments was practically non-existent on 
this funding change. 

Secretary Weinberger, subsequent to the extension of project funding for F.Y. 
1973, stated in a letter to Ways & Means Chairman Wilbur Mills, dated April 9, 
1973, that, "Planning for the changeover is progressing well." (Mr. Chairman, at 
this point in my statement, I woiild Uke to insert in the record a copy of this 
letter.) [See attachment No. 2.] 

Mr. Chairman, that statement can only be called misleading, at beat. The staff 
of the Ways & Means Committee have right now in their posseasion statements 
from directors of projects all over the Countrj', stating unequivocally that if project 
funding is not extended for another year, that meant the end of their program. 
They stated further that no plans had been made on the state level to continue 
their programs and that their staffs were leaving, morale was low and they were 
jjreparing to close their doors. (Mr. Chairman, at this point I would like to insert 
in the record the letter I sent to the membership of the Ways & Means Committee 
concerning project fund extension for these projects.) (See attachment No. 3.] 

The letter explains the vital necessity for this extension and outlines what would 
be lost by failure of the Congress to act before the end of the fiscal year. Where 
the letter indicates "Insert" a paragraph was inserted quoting the director of a 
project in the Members District or representative area as to the discussion effect 
of our failure to extend. 

(Mr. Chairman, I would also like, at this point, to insert floor remarks of mine 
during debate on final passage of legislation containing the needed project-funding 
extension.) [See attachment No. 4.) 

This speech includes a press report on the protest resignation of Dr. Arthur 
Lesser, veteran director of MCH programs in the Department of H.E.W. 

Mr. Chairman, this story, plus infonnation secured from highly respected health 
care professionals, both in and out of government, prompted my immediate 
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interest in the proposed reorganization at H.E.W. that is part of the direct focus 
of these hearings. These gentlemen confirmed what Dr. Lesser stated in his 
announcement of resignation: This reorganization was designed to strip various 
•categorical programs, such as HMO's and MCH, of needed professional and sup- 
port personnel. Leaving the up-graded Asst. Bureau directors in charge of these 

•down-graded programs with only five or six apologists, would effectively kill the 
])rograins they were proposing to make more "efficient." 

By submitting a budget request already containing 53 les.s positions, and then 
moving the remaining professional and support personnel to the office of the 
Bureau Director, the Department could claim to be streamlining the whole opera- 
tion, while not actually cutting any personnel through reorganizaion itself. (Mr. 
Chairman, at this point in the record, I should like to insert an organizational 

•chart that shows the proposed new disposition of programs and personnel.) [See 
attachment No. 5.] 

This chart makes clear this reorganization effectivel}' deprives these duly 
approved and funded programs of adequate support and leadership. Again, 
we see an example of this Administration's back-door method of getting rid of 
programs they don't like. "Just starve them of funds, and personnel, then go to 
the Congress and say they don't work, the experiment is a failure, and we should 
cease funding them altogether." Well, Mr. Chairman, I'm sure that if you and I 
have anything to do or saj' about it, this will most certainly not come about. 

Mr. Chairman, as an expression of increasing Congressional concern over the 
•obvious ill-effects on these six programs within the Bureau of Community Health, 
34 of my House Colleagues joined with me in writing Secretary Weinberger. We 
stated that it is our belief that this reorganization is not aimed at increasing 
efficiency, but is, as Dr. Lesser stated, "... another disregard for the intent 
of Congress." 

We asked if the Department plans to discuss this with the Congress, or, at 
least, ask informal approval of the plan. We requested clarification of how H.E.W. 
expects transferred program people to service programs to which they were 
attached by statute. We also asked how the Department planned to move in light 
of the recent project-funding extension of Title I Maternal and Child Hejuth 
Care programs. (Mr. Chairman, at this point in the record, I should like to insert 
the dear colleague letter, the letter to Secretary Weinberger, and the press release 
containing the names of the Members who originally joined with me in this 
effort.) [See attachments No. (>, 7, and 8.1 

Mr. Chairman, I hope I have been able to provide some information for the 
record and to assist you in your efforts to bring some humanity and common sense 
to the way the Department of Health, Education and Welfare is approaching 
their responsibility to look after the needs of all Americans in health and other 
vital areas of our national life- 

I trust that we are now seeing in the Congress a determination to set this Ad- 
ministration right on who decides the national spending priorities of this Nation. 
H the Secretary of H.E.W. does not feel compelled by either human compassion 
or his oath of office to look after those least able to help themselves, we in the 
Congress must take a far closer look at the every administrative and organizational 
move of the Department. 

Thinking back on men such as Fogarty, Laird, Hill, and others in the Congress, 
who devoted their lives to securing Americans this health-care beachhead, should 
inspire us to continue in this vital struggle. Americans, with the rest of humanity 
have faced up to and conquered war, death, pestilence, and famine. And, if 
necessary, we shall transcent whatever health-care horsemen of the apocal3'pse 
may appear. 

ATTACHMENT NO. 1 

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 

Washington, D.C., July 26, 197S. 

MEMORANDUM 

Subject: Fiscal year 1973 budget. 
The attached materials detail the $1,095 billion which the Department of 

Health, Education and Welfare had available for obligations in fiscal year 1973 
and failed to obligate. Included with tables which break this money down by 
programs are relevant correspondence between Chainnan Staggers and Secretary 
Weinberger, (exhibit No. 3] which are available for quotation. 
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The major amounts "impounded" are summarized in the first table with the- 
items of particular interest underlined. [Exhibit No. 1.] 

The tables provided by HEW (exhibit No. 2] show in their first column the 
authorized continuing resolution level. These amounts were determined by HEW 
and 0MB by using the smallest of the following four figures for any given pro- 
gram: 1972 obligations, the original 1973 budget request submitted in January 
1972, the amount appropriated in the second House Appropriations bill, or the 
amount appropriated in the second Senate Appropriations bill. These figures 
represent the amount available to HEW for obligation and expenditure in fiscal 
year 1973. The second column shows the operating level, or the amount actually 
anticipated for obligation. The third column shows the differences, and any positive 
difference represents "impounded" money. I believe that technically these 
moneys were not impounded since they were released by 0MB to HEW who in 
turn failed to obligate them. This is legal qiiibble and certainly the ultimate 
affect is the same, a frustration of the Congressional intent. 

It is worth noting that the fiscal year 1972 obUgating level for HSMHA wan 
$1,965 million and for NIH $2,217 million. These amounts in each case are less- 
than the amounts available for obligation (the appropriations), and more than 
the amount which HEW actually spent. 

As a final note, observe that the information was requested of HEW prior to 
the end of the fiscal year but not provided until immediately after its end. 

Attachments: 
EXHIBIT NO. 1 

FY ^973 HEALTH MONEY NOT SPENT IN STJMMABY 

[Items of Special Interest are Italicized] 
In miUlont- 

Menial health programs  ' $199. 2. 
(Apparently includes the $40 milUon for CMHC staffing released 

at the end of the vear under court order.) 
Health Services R. & D   13. 0 
CHP  6.9 
RMP-.      89.9 
Hill-Burton      19.5. 2 
Comprehensive health services projects  6. 0 
Maternal and child health projects  12. 8 
Family planning  32. 4 
Preventive and public health services  16. 0- 

HSMHA total---    507. 6 
National Cancer Institute  58. 9- 
National Heart and Lung Institute  44. 2 

(All other research institutes were also subject to some with- 
holding of funds.) 

NIH Research Total    -..   226. 0 
Support for MD's, DO's, DDS's     189. 0 
Support for nurses  69. 7 
Support for public health manpower  6. 6 
Support for allied health manpower  10. 5 

Health manpower total  ' 297. 5- 

NIH total          527. 9- 
> Total.s are not those of the figures shown .since not every small failure to obligate money is shown. 
' Probably includes podiatry and otiier VOPP's funds n^leased at tUo end ol liie fiscal year under court. 

OTder. * * « 
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EXHIBIT NO. 2 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE-COMPARISON OF FISCAL YEAR 1973 OPERATING LEVEL 

WITH THE 1973 CONTINUING RESOLUTION LEVEL FOR HEALTH PROGRAMS 

Appropriation/activity 

Authorized 
continuing Fiscal year 1973 
resolution operating 

level (budget level (budget 
auttiority) autliority) Difference 

Food and Drug Administration         $9,528,000 $9,528,000  
Health Services and Menial Health Administration    2,227,887,000     1, 660,301,000 $567, 586,000 
National Institutes of Health    2,530,812,000     2,002,967,000 527,845,000 

TotaL health     4,768,227,000    3,672,796,000       1,095,431,000 

FOOD AND DRUG ADMINISTRATION 

Food, drug, and product safety: 
1. Foods. 
2. Drugs and devices  
3. Product safety  
4. Program management.. 

Total  
-Buildings and facilities   
Revolving fund for certification.. 

9,528,000 9,528,000 . 

Total, Food and Drug Administration  

HEALTH SERVICES AND MENTAL HEALTH ADMINISTRATION " 

-Mental Health: 
1, Research: 

(a) Grants  
(b) Direct operations  

Subtotal 

2. Manpower development: 
' "i Training grants i 

I Direct operations. 

Subtotal 

(a) Training grants and fellowships.. 
(b) r    • 

3. Slate and community assistance: 
(a) Community mental health centers: 

(1) Construction  
(2) Staffing  

Subtotal. 
(b) Narcotic addiction.. 

(c) Alcoholism: 
(1) Grants to States. 
(2) Pioiect grants... 

Subtotal  

(d) Mental health of children. 
(«) Direct operations  

9.528.000 9.528.000 

104,400,000 
44,133,000 

80,253,000 
44.473,000 

24,147,000 
-340,000 

148,533,000 124,726,000 23,807,000 

' 120,050,000 
7,921.000 

86,274,000 
7,998,000 

33,776,000 
-77,000 

127,971,000 94,272,000 33,699,000 

20,000,000 .. 20,000,000 
165,000,000 125.100.000 39,900,000 

185,000,000 
91.298,000 

125,100,000 
93,755,000 

59,900,000 
-2.457,000 

60.000.000 
70,193,000 

30,000.000 
30,884,000 

30,000,000 
39,309,000 

130,193,000 60,884,000 69.309,000 

20.000,000 8,600,000 
7,515,000 

11,400,000 
7.354,000 -164,000 

Subtotal. 433.845.000        295,857,000 137,988,000 
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EXHIBIT NO. 2—Continued 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE—COMPARISON OF FISCAL YEAR 1973 OPERATING LEVEL 
WITH THE 1973 CONTINUING RESOLUTION LEVEL FOR HEALTH PROGRAMS—Conlinusd 

Appropriation/activity 

Authorized 
continuing Fiscal year 1973 
resolution operating 

level (budget level (budget 
authority) authority) Difference 

HEALTH SERVICES AND MENTAL HEALTH 
ADMINISTRATION-Continued 

Mental Health—Continued 
4. Rehabilitation of drug abusers  {14,022,000 

19,352,000 
$11,565,000 

18,094,000 
J2,457,000 

5. Program support                       ... 1,258 000 

Total  743,723.000 544,514,000 199,209,000 

St Elizabeths Hospital  30.664.000 

64,501,000 
41,686,000 

150,000,000 

• 36,941,000 

51,500,000 
34,800,000 
60,100,000 

-6,277.000 
Health services planning and development: 

1. Health services research and development  
2. Comprehensive health planning  
3. Regional medical programs _   

13.001,000 
6.888.000 

89,900,000 
4. Health maintenance organizations  

5. Medical facilities construction: 
(a) Construction grants  197,200,000 

2,500,000 
2,000,000 
2,500,000.. 

195.200,000 
cb) Interest subsidies  ... 
(c) District of Columiba medical facilities  
(d) Direct operations  3,369,000 3,315,000 54,000 

Subtotal  
6. Program direction      .   .. 

203,069,000 
2.817.000 

7,815,000 
2,901,000 

195,254,000 
-84.000 

Total  462,073,000 157,116,000 304.957.000 

Health services delivery: 
1. Comprehensive health services: 

(a) Grants to States    90.000,000 
116.200,000 
23,750.000 
19.259.000 

249.209.000 

90,000,000.. 
110,200,000 
23,750,000 .. 

• 

(b) Project grants.         ,      .... -   . 6.000.000 

(d) Direct operations  19,976,000 

243,926,000 

-717,000 

Subtotal  5,283,000 

2. Maternal and child health: 
(a) Grants to States  125.678.000 

101.330.000 
21.392,000 
4,276.000 

125,678.000 .. 
(b) Project grants           ,   88.549,000 

21.392,000 .. 
12,781,000 

(d) Direct operations        .. ..    ..... . 4,360,000 -84,000 

Subtotal  252,676.000 239,979,000 12,697,000 

3. Family planning services: 
(a) Grants and contracts  137,024.000 

2.065.000 
104,615,000 

2,032,000 
32,409,000 

(b) Direct operations  33,000 

Subtotal  
4. National Health Service Corps  
5. National Health Service Scholarships  . 

139.089,000 
8,998,000 

106,647,000 
11,000,000 

32,442,000 
-2,002,000 

6. Patient care and special health services   
7. Regional office, central staff  

93,952,000 
5,522,000 
6.568.000 

-4,719,000 

95,915,000 
5,630,000 
6,310,000 

-5,202,000 

-1,963,000 
-108,000 

8. Program direction  258,000 
Less trust fund transfer  483,000 

Total  751,295,000 704,205,000 47,090,000 

Preventive health services: 
1. Disease control: 

(a) Infectious diseases: 
(1) Research grants   .                 .     . 2,215,000 

39,300,000 
37,893,000 

2 215 000 
(2) Project grants  34,850,000 

38,954.000 
4,450,000 

(3) Direct operations  -1,061,000 

Subtotal  79,408,000 76,019,000 3,389,000 

(b) Nutritional and chronic diseases  5.761,000 
10.168.000 

4,251,000 
7,892,000 

1,510,000 
(c) Laboratory improvement   2,276 000 

Subtotal  95.337,000 88,162,000 7,175,000 

(a) Grants  
(b) Direct operations  

25,900.000 
5,175,000 

21,500,000 
5,229,000 

4,400,000 
-54,000 

Subtotal  31,075,000 26,729.000 4,346,000 
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EXHIBIT NO. 2-Continued 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE-COMPARISON OF FISCAL YEAR 1973 OPERATING LEVEL 
WITH THE 1973 CONTINUING RESOLUTION LEVEL FOR HEALTH PROGRAMS—Continued 

Appropriation/activity 

Authorized 
continuing Fiscal year 1973 
resolution operating 

level (budget level (budget 
authority) authority) Difference 

$2,852,000 
21,847,000 

24,699,000 
4,300,000 

143,890,000 
18,514,000 . 
29,163,000 , 
12,550,000 
13,408,000 

1,660,301,000 

NATIONAL INSTITUTES OF HEALTH 

National Cancer Institute _  
National Heart and Lung Institute  
National Institute of Dental Research  
National Institute of Arthritis, IMetabolism, and Digestive Diseastt. 
National Institute of Neurological Diseases and Stroke   
National Institute of Allergy and Infectious Diseases   
National Institute of General Medical Sciences...  
National Institute of Child Health and Human Development  
National Eye Institute.    
National Institute of Environmental Health Sciences  
Research Resources. _  
John E. Fogarty International Center  

Subtotal    1,713,455,000    1,487,732,000 

Health manpower: 
1. Health professions: 

(a) Institutional assistance: 
(1) Capitation grants   
(2) Startup and conversion assistance. 
(3) Financial distress grants  
(4) Special projects  

Subtotal... 

(b) Student assistance: 
(1) Direct loans. 

165,900,000 

131,700.000 

152,200,000 

67,400,000 

(2) Scholarships  
(3) Loan forgiveness. 

Subtotal.. 

(c) Construction assistance: 
(1) Grants 

Interest subsidies. 

Subtotal  
(d) Dental health activities. 
(e) Educational assistance.. 
(0 Direct operations  

Subtotal  

2. Nursing: 
(a) Institutional assistance: 

(1) Capitation grants __. 
(2) Startup assistance.  
(3) Financial distress grants.. 
(4) Special projects  

Subtotal.. 

(b) Student assistance: 
(1) Direct loans.. 
(2) Scholarships.. 
(3) Traineeships-. 

Subtotal... 

$1,562,000 
2,581,000 

HEALTH SERVICES AND MENTAL HEALTH 
ADMINISTRATION—Continued 

Preventive health services—Continued 
3. Occupational health: 

(a) Grants ,  $4,414,000 
(b) Direct operations  24,428,000 

Subtotal  28,842,000 
4. Program direction  4,618,000 

Total  159,872,000 
National health statistics  18,514,000 
Retirement pay and medical benefits tor commissioned officers... 29,163,000 
Buildings and facilities... _  19,457,000 
Office of the Administrator  13,126,000 

Total, Health Services and Mental Health Administration...   2,227,887,000 

4,143.000 
318,000 

15,982,000 

6,907,000 
-282,000 

567,586,000 

429,205,000 433,348,000 58,859,000 
300,000, 000 255, 783,000 44,217, 000 

46, 991, 000 40,879, 000 6,112,000 
167, 316, 000 143,273, 000 24,043,000 
130,672,000 107,931,000 22, 741,000 
113,414,000 103,022,000 10,392.000 
183,171,000 154,205,000 28.966,000 
130,429,000 111,396,000 19,033,000 

38, 562,000 34,442,000 4,120,000 
30,956,000 26, 220,000 4. 736,000 
75,073,000 72,918,000 2,155,000 
4,666,000 3,957, 000 709. 000 

226.083.000 

13.700,000 

64,300,000 

.      297,600,000 219,600,000 78,000,000 

36,000,000 36,000,000 .. 
15,500,000 .. 
6,000,000 

15,500,000 
17,000,000 11,000,000 

68,500,000 57,500,000 11,000,000 

100,000,000 .. 100,000,000 
1 000 000 1,000,000 .. 

.      101,000,000 
(') 

1,000,000 
('? 
<•? 
0) 

100,000,000 
(') 

(•) 
(') 

(') (') 
467.100,000 278,100,000 189.000.000 

75.500,000 28,400,000 47,100,000 

24,000,000 
21.500.000 
12. 500.000 

21, 000,000 
19,500,000 
15.900,000 

3, 000,000 
2,000,000 

-3,400,000 

58.000,000 56,400,000 1,600,000 
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EXHIBIT NO. 2-Continued 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE—COMPARISON OF FISCAL YEAR 1973 OPERATING LEVEL 
WITH THE 1973 CONTINUING RESOLUTION LEVEL FOR HEALTH PROGRAMS-Contmued 

Appropriation/activity 

Authorized 
continuing 
resolution 

level (budget 
authority) 

Fiscal year 1973 
operating 

level (budge) 
authority) Difference 

NATIONAL INSTITUTES OF HEALTH—Continued 

Health manpower—Continued 
Nursing—Continued 

(c) Construction assistance: 
(1) Grants  
(2) Interest subsidies.  

Subtotal  
(d) Educational assistance.. 
(e) Direct operations  

Subtotal. 

(1) Grants  
(2) Interest subsidies. 

Subtotal  
(d) Educational assistance.. 
(e) Direct operations  

Subtotal  

3. Public health: 
(a) Institutional assistance. 
(b) Student assistance  
(c) Direct operations  

Subtotal  

A. Allied health: 
(a) Institutional assistance. 
(b) Student assistance.. . 
(c) Educational assistance.. 
(d) Direct operations  

16.000.000 
3,750.000 

(0 
(') 

5,500,000 
3,750,000 . 

0) 
(') 

Subtotal  

5. Special educational programs: 
(a) Educational initiative awards  
(b) Computer tecliiiotogy and educational assistance.. 
(c) Direct operations   

19,750.000 9.250,000 

(1) 

Subtotal 

J20, 000,000 .. ^0,000,000 
1, 000, 000 P) 1.000,000 

21,000,000.. 21,000,000 n U t'l 
154, 500, 000 $84.800,000 69,700,000 

20 000.000 20,000,000 
1.000,000 (>) 1,000,000 

21,000,000.. 21,000,000 
0) 
(•) t^ ^l 

154,500,000 84,800,000 69.700, 000 

12,000,000 
9,600,000 

(') 

5,940,000 
9,000,000 

(') 

6,060.000 
600.000 

(') 
21,600.000 14,940,000 6,660,000 

10,500,000 

(') 
(') 

10,500,000 

(I) 
(') 
(') 

6. Program direction and manpower analysis  

Total  
National Library of Medicine  . .    . 

75,678,000 

738.628,000 
28,568.000 
8.500.000 

12.042.000 
25,619,000 

4,000,000 

53,976,000 

441.066,000 
25.230,000 
8.000.000 

11.680.000 
25.619.000   . 

21,702.000 

297.562,000 
3 338 000 

Buildings 3n:1 facilities    ... 500.000 
Office of the Director  362 000 
Scientific activities overseas  
Health education loans: Payment of sales insufficiencies and In- 

terest loans  4.000.000 
Intragovernmental funds  

Total, National Institutes of Health  2,530,812,000 2,002,967,000 527,845,000 

1 Included in final line entry—program direction and manpower analysis. 
1 Fiscal year 1973 interest subsidy funds ($1,000,000) will be carried over to fiscal year 1974. 

EXHIBIT NO. 3 

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTEE ON INTEBSTATE AND FOREIGN COMMERCE, 

Washington, D.C., May Z9, 1973. 
Hon. CASPAR WEINBERGER, 
Secretary, Department of Health, Education, and Welfare, 
Washington, D.C. 

DEAR MR. SECRETARY: We recently discu.s.sed funding of the Ilill-Burt-on 
program during fiscal year 1973, and I would appreciate receiving further informa- 
tion on this subject. 

Specifically, I would like to know the amount* of money which have been and 
will be released to the states for purposes of making grants under the Hill-Burton 
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program tTits fiscal year. How much money docs HEW feel has been appropriated 
for expenditure during this fiscal year under the various parts of the Hill-Burton- 
legislation? How does the Section 601 provision of the Medical Facilities Con- 
struction and Modernization Amendments of 1970 apply to expenditures in this 
area? What general counsel opinions have you obtained relevant to these issues?' 

Thank you for your assistance. 
Sincerely yours, 

HARVEY O. STAGGERS, Member of Congress, 
Chairman. 

• *        * 
U.S. HOUSE OF REPRESENT.\TIVES, 

COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C., June 8, 197S. 

Hon. CASPAR WEINBERGER, 
Secretary, Department of Health, Education, and Welfare, 
Washington, D.C. 

DEAR MR. SECRETARY: In reviewing the FY 1973 appropriations and proposed 
obligations for the Health Services and Mental Health Administration and the 
National Institutes of Health, it appears that the Congress has appropriated 
approximately $1.1 billion which the Department of HEW is not planning to 
obligate. These amounts include the following: /„ munont 

CMHC staffing      $40 
Alcoholism programs     82 
Hill-Biu-ton.   _.   195 
Family planning     33 
National Cancer Institute     60 
National Heart and Lung Institute     42 
Medical research in total 230 
Health manpower 300 

Since the FY '73 Labor-HEW continuing resolution has the full force of law, 
these amounts are apparentlj- health monies which HEW is proposing to impound. 
While most legal scholars feel that impoundment is illegal, I do understand that 
there is some controversy on this point. However, with regard to health monies, 
there is additional legal authority designed to a.ssure that such monies are ex- 
pended (section COl of the Medical Facilities Construction and Modernization 
Amendments of 1970). 

Would you provide me with a detailed breakdown of all anticipated difTorences 
in health betweeix the F Y '73 appropriations and obligations. In addition, I would 
like to see legal justification for the failure to expend appropriated funds; specifi- 
cally any opinions from the General Counsel of HEW on this subject including 
the applicability of section 601. 

Sincerely yours, 
HARLEY 0. STAGGERS, Member of Congress, 

Chairman. 
* *        * 

DEPARTMBNTT OP HEALTH, EDUCATION, AND WELFARE, 
OFFICE or THE SECRETARY, 
Washington, D.C, July 3, 197S. 

Hon. HARLEY O. STAGGERS, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, 
Washington, D.C. 

DEAR MR. CHAIRMAN: Thank you for your letters of May 29 and June 8 
concerning appropriations for Hill-Burton and other health programs. Since j-our 
letters cover similar issues, I am responding to both by this one letter. I have also 
received your letter of June 13. 

Enclosed are two tables. The first (enclosure 1) describes the Department's 
spending for the Hill-Burton program, title VI of the Public Health Service Act. 
It shows new budget authority available under the Continuing Resolution, the 
amount of funds carried f)ver from prior years' appropriations, and the Depart- 
ment's FY 1973 operating level. The second table (enclosure 2) [printed as 
exhibit No. 2, p. 17] provides the data requested in your June 8 letter for all 
health programs covered by the FY 1973 Continuing Resolution. 
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The meaning of Section 601, about which you enquire, remains imclear and most 
debatable. To my knowledge, no court has yet attempted to construe section 601 
or the companion provision in the education area, section 415 of the General 
Education Provisions Act. It seems appropriate for the Department of Justice to 
decide whether to release letters they sent to me some time ago when I occupied a 
different governmental position. 

As to the legal justification for impounding funds, I refer you to the February 6, 
1973, Senate testimony of Deputy Attorney General Sneed on this subject. His 
written statement, a copy of which is enclosed for your convenience [not printed], 
is printed in Joint Hearings before the Ad Hoc Subcommittee on Impoundment of 
Funds of the Committee on Government Operations and the Subcommittee on 
Separation of Powers of the Committee on the Judiciary, United States Senate, on 
S. 373, 93d Congress, 1st Session, beginning at page 364. 

Sincerely, 
CASPAR W. WEINBEBOBB, 

Secretary. 
Enclosures. 

ENCLOSURE NO. 1 

MEDICAL FACILITIES CONSTRUCTION (HILL-BURTON) 

Sec. 601 

New budget 
authority 

authorized 
under 

the 1973 
continuing 
resolution 

Carry-over 
July 1, 

1972 

Tiscsl year 
1973 

operating 
level I 

Subset. (aXl). Long-term care lacilrties  ,  $20,800,000 
Subsec. (aX2). Outpatient facilities  70,000,000 
Subsec. (aX3). Rehabilitation facilities    15,000,000 
Subsec. (b). Hospitals and public health centers  41,400,000 
Subsec. (c). Modernization of facilities  50,000,000 

Total  197,200,000 

$30,012,000 
99,883,000 
20,536,000 
54,139,000 
91,994,000 

$17,003,000 
30,215,000 
11,598,000 
26,426.000 
77,864,000 

296,564,000    > 163,106,000 

' Includes $2,000,000 allocated for State administration expenses. 
' Includes actual obligations through May 31,1973, plus an estimate ol how June obligations will be distributed among 

subsections of the law. Determination of need Is made in the field and the actual distribution may vary from the estimate. 

U.S. HoDSE OF REPRESENTATIVES, 
COMMITTEE ON INTERESTATE AND FOREIGN COMMERCE, 

Washington, D.C., July IS, 197S. 
Hon. C,\SPAR W. WEINBERGER, 
Secretary, Department of Health, Education, and Welfare, 
Washington, D.C. 

DEAR MR. SECRET.\BY: Thank you for your letter of July 3 concerning health 
funds which you have impounded. 

I am dismayed that you have felt it appropriate to impound the billion dollars 
your letter describes. I am not convinced that this is legal, necessary, or in the 
best interests of the people of our nation. I would be interested in a detailed, 
program-by-program, description of why you feel that these programs are in- 
adequate, inappropriate, or unnecessary. They were created to meet specific 
needs of our population: the need for protection from disease be it infectious, 
nutritional, or chronic, the need for adequate supplies of health manpower, the 
need for health services and biomedical research, and the need for improved, or 
even adequate, health services of many kinds, tfnless these needs in fact do not 
exist, or have been met, or are being met by alternative superior programs, than 
these impoundments must be considered a sad failure of our government's com- 
mitment to serve its people. 

Yours, 
HARLEY O. STAGGERS, Member of Congress, 

Chairman. 
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ATTACHMENT NO. 2 

DEPARTMENT OF HEAIO'H, EDUCATION, AND WELFARE, 
OFFICE OF THE SECRETARY, 
Washinglon, D.C., April 9, 1973. 

Hon. WILBUR D. MILLS, 
Chairman, CammiUee on Ways and Means, House of Represenlalives, Washinglon, 

B.C. 
DEAR MR. CHAIRMAN: This is in further response to your letter of February 2 

requesting detailed information about the findings set forth in the General 
Accounting Office report on the program imder Title V of the Social Security Act. 
I appreciate the opportunity to advise you of the steps taken by the Department 
to assure an orderly transition to the States of the project grant authority in 
Title V. A detailed response to your questions is provided in the enclosed statement. 

Planning for the changeover is progressing well. Draft propo.sed regulations 
relating to the programs of projects required for State plan approval by sections 
o0.5(a) (8), (9), and (10) of the Act have been developed and sent to the State 
health agencies for comment. Thoughtful responses have been received from 33 
States to date. The draft is being revised to take these into account. Guidelines 
interpreting program concepts are being developed to help States meet the statu- 
tory and regulatory requirements. 

The reporting systems have been simpUfied to adapt them to State usage. Pro- 
posed procedures for completing the transition from direct Federal financing to 
State financing have been developed and wiU be issued to State health agencies 
and other project grantees shortly. 

Maternal and Child Health Service staff of the Health Services and Mental 
Health Administration have been working with States and project grantees on 
problems relating to the changeover since early December, 1972. 

We will do our best to make the changeover from direct Federal project grants 
to provision of services by State health agencies with formula and matching funds 
as smooth as possible. As indicated in the enclosure, reductions in services may 
occur in some of the States with large urban area-s but services not now available 
will be provided in other States. We think that these programs have carried out 
their objectives and demonstrated their value and that States will want to continue 
and expand effective projects. 

Sincerely, 
CASPAR W. WEINBERGER, 

Secretary. 
[Enclosures not printed.] 

ATTACHMENT NO. 3 

U.S. HOUSE OF REPRESENTATIVES, 
Washington, B.C., June 16, 1973. 

DEAR : During the executive session of the Ways & Means Committee 
held on Tuesday, June .5th, the Committee passed over legislation, (H.R. 7114), to 
extend project-grant funding, under Title V of the Social Securit v Act, for Maternal 
and Child Health Care. 

Failure to extend project-funding for these programs will result in either their 
acute curtailment or effective demise. There are 139 projects in 38 states and 
two territories. They provide a complete range of medical services for over 800,000 
maternity patients and children. These programs have resulted in dramatic drops 
in infant mortality rates in areas they cover. Preventive medical and dental care 
programs have also been extremely effective in raising the percentage of thoee 
youngsters and infants declared "healthy on examination". The nation-wide value 
of these programs is beyond dispute. 

Should the Committee not provide an extension, total of $28,354,200 will be 
lost outright to 15 jurisdictions. While it may appear that some states are slated 
to gain a million or two dollars in overall formula grants, projects, even in those 
states, will likewise be very seriously affected—some to the point of shutting 
down all operations. 



The Secretary of H.E.W. has assured the Chairman and Committee that a 
smooth transition can be accomplished in terminating project funding. He notes 
in his letter of April 9, 1973, that only those States most seriously affected by 
project funding termination may have some difficulty in adjusting. 

However, it is my understanding, based on direct communications received from 
the directors of many projects, that an extension of at lea.st another year is ur- 
gently needed to secure some alternate funding sources for their programs. 

While it is hoped that ongoing projects would receive some funding channeled 
by the States from the new formula grants under Title V, there is no assurance 
that this will be the case. The Comptroller General has stated there is no way to 
trace funds to insure they are being used to continue the vital health care being 
delivered by these projects. 

As I mentioned above, project directors, even in those states slated to receive 
slightly more funding under formula grants, have been able to neither secure 
alternate funding nor receive assurances from their state governments that funds 
approaching those needed for project continuation will l>e forthcoming. 

Such statements have been received from the representative region of every 
Member of the Ways & Means Committee and from the states of all but two 
Members whose States either do not have projects, or whose participation is 
slight. 

^ased on direct statements of project directors and correspondence from the 
National Association of Maternity and Infant Care Projects, the American 
Medical Association, and the American Academy of Pediatrics, failure to extend 
Title V project funding will be a four-fold disaster: 

First, the extremely important beginning we have made in both perinatal care 
and parent education will be Ifjst; 

Second, there is no way for the Congress to assure that the States will provide 
funds to make up for the 85-90% of project budgets now received under project 
funding; 

Third, even if state funding is made available, processing of state assistance 
appUcations will cause an hiatus in care; 

Fourth, the professional and para-medical staffs serving these projects will be 
dispersed and all voluntary work and .assistance to these teams will ceaso. 

This matter is clearly of vital and immediate concern to every member of the 
Committee and of the Cojigrcss. It is my hope that the Committee will be given 
the opportunity to reconsider this legislation, thus providing the time necessary 
to secure alternate methods of funding; restructure the formula of distribution; 
seek additional Federal appropriations, so that no state or project is even appar- 
ently short-changed in their access to fimds; or all three. ^-- ^ 

I have attached a letter from the American Academy of Pediatrics addressed to 
each memlier of the Committee, stating the professional judgment of the men 
most closely associated with these projects and the care being provided over 800,- 
000 mothers or mothers-to-be, and their cliildren. 

I urge your favorable consideration of both these letters, and concurrence with 
reconsidering and rejiorting this urgently needed legislation. 

Sincerely, 
HuoH L. CAREY, M.C. 

ATTACHMENT NO. 4 

[Excerpt From the Congressional Becord—June 30, 1973] 

Mr. CAHET of New York. One point, Mr. Chairman: With regard to the State 
of New York and rmemployment compensation insurance beuelits and the eli- 
gibility factor with regard to o\ir committee's research on this point, again and 
again I have run into the problem that the geographical area of reporting that 
covers the statistics is regional, and imtil we cure that difficulty of the regional 
reporting, it is very hard to bring New York in under the 4H percent without 
heavily uicreasing the burden across the country in other States tnat have a level 
above that level. 

Mr. MILLS of Arkansas. I agree with the gentleman from New York. 
Mr. CAREY of New York. I think it is something that is beyond the reach of 

the conferees. One more tiling: I want to commend the chairman for his stamina 
and steadfasteness in bringing into the conference, I believe, the provisions 
regarding maternal and child health care. Many States would have lost on these 
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and few States would have gained if the conference report had not gone into this. 
It is very important to keep these programs for parental and perinatal care 
ougoine. 

yir. Speaker, I should like to address some brief remarks to a specific amend- 
ment House conferees have brought back in disagreement. I refer to the extension, 
for one fiscal year, of project funding for Maternal and Child Health Care Centers, 
contained in the Senate version of the Debt Limit Extension. 

I am very gratified tliat the conferees will permit the House to work its will 
on this and other vital amendments aimed at helping, in a most direct way, those 
least able to help thcra.selves. 

Extension of project funding for these centers will permit the continuation of 
these essential health care programs in 139 locations, in 38 States and two terri- 
tories. Service is provided, just under the Maternal and Infant Care programs to, 
800,000 expectant mothers, infants and youngsters. 

Failure to pro\'ide this extension of project funding, under title V of the Social 
Security .A.ct, would result in the eventual severe curtailment or effective demise 
of virtually all the centers across the Nation and co.st New York City approxi- 
mately $8 million in the coming fiscal year. 

Mr. Speaker, the success of these programs is clearly and magnificently obvious. 
Infant mortality has decreased substantially in those areas in which a project is 
operating. In my own district, for instance, the project area of Red Hook showed 
a reduction of infant mortality from 29.9 percent per one thousand births in 1960 
to 17.4 percent in 1971. 

Similar results have been acliieved in the many projects, 11 in the Metropolitan 
New York area, throughout the Nation. Intensive care for premature infants has 
resulted in reductions of uj) to 25 percent in mortality rates. 

Quite frankly, Mr. Speaker, unless the House permits this project-funding ex- 
tension, funding is ju.st not likely to be forthcoming from the States, and little 
has been done, to date, to provide for a smooth transition to full formilla funding 
and assurance of adequate state fimding for these centers. With no extension, 
most of these projects will just die, rendering useless over 5 years of progress in a 
team approach to maternal and child health care. We will also lose what has been 
gi^ined in parental education in nutrition and hygiene and general perinatal care. 
These mothers and their children will be thrown back on the medical care junk- 
heap, if we do not instruct our conferees to recede from disagreement to this vital 
amendment. 

Mr. Speaker, the nationwide value of these programs is beyond dispute. Con- 
tinuation of project funding is clearly of vital and immediate concern to every 
Member of Congress. I urge overwhelming approval of any motion to instruct 
the conferees to recede from disagreement to Senate amendment providing for 
a 1 year extension of project funding for Maternal and Child Health Care programs. 

Mr. Speaker, the distinguished chairman of the House Ways and Means 
Committee, the gentleman from Arkansas (Mr. MILLS), Congressman BURKE, 
Congressman ROSTENKOWSKI, myself, and other members of the committee and 
the House, have worked very hard to secure this continuation of project funding. 
The distinguished senior Senator from Minnesota (Mr. MONDALE) and the chair- 
man and members of the Senate Finance Coramitt-ee are certainly to be com- 
mended for the yeoman duty they performed in behalf of this most important 
amendment. 

My only concern, other than House approval of this amendment, is that the 
Department of Health, Education and Welfare, that bastion of defense for the 
rights, needs and equal opportunities of those unable to defend themselves, baa 
begim to dismantle the present administrative structure that has been caring 
for these and other programs designed to safeguard the health of the American 
child. 

This morning's Washington Post carries a story on page A2, explaining the 
reasons for the resignation of Dr. ,\rthur J. Lesser, veteran head of Federal pro- 
grams for crippled children, infants, children and expectant mothers, Dr. Lesser 
states, in reply to Mr. Weinberger's assurances that this is merely an efficiency 
reorganization: 

"This is the first step in the eUmination of categorical programs. It is another 
disregard for the intent of Congress." 

Mr. Speaker, it with continued shock and outrage that I have witnessed and 
continued to witness the arrogant destruction of programs the Congress and the 
American people have labored for decades to build and improve. 

What form of callousness inhabits this administration? Is it that they realize 
they will not be running things come a few years hence and that they must 
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accomplish this seamy and illegal wasting of our health programs quickly and 
in such a way that their reconstruction will be a long and difficult work for the 
Congress and any succeeding administration? That would be the only explanation 
possible for this rampant disregard for the will of the Congress—a Congress, 
nowever, that has begun to fight strongly against this form of constitutional 
subversion. 

Mr. Speaker, we have reached the point where the Congress is forced to seek 
relief in the courts via injunctions and suits to compel the executive to carr}" 
out the directives of the elected representatives of the people. I can assure my 
colleagues that this confrontation is just beginning. But I am sure we will carry 
it to a successful conclusion—a conclusion that will be effected legally and con- 
stitutionally and a conclusion that will restore fully the power of the Congress 
to legislate for the general welfare of the American people, without the hindrance 
of an administration supposedly in office to carry out the will of the Congress. 

Mr. Speaker, it is my wish to insert at the conclusion of my remarks the Po-st 
Btory concerning the resignation of Dr. Lesser: 

HEW AIDE QUITS OVER NIXON PLAN 

Dr. Arthur J. Lesser, veteran head of federal health services for crippled cliildren 
and low-income pregnant mothers said yesterday he is quitting to protest Nixon 
administration plans to break up his agency and make the director a " figurehead." 

"This is the first step in the elimination of categorical programs," Lesser said. 
"It is another disregard for the intent of Congress." 

Congress provides funds for some health services by .specific category, such as 
maternal and child health care. The Nixon administration's revenue sharing 
concept, which does not apply to these programs, lumps the funds together and 
lets the states decide what the spending categories should be. 

Lesser charged that under a reorganization of the Health Services and Mental 
Health Administration—a >mit of the Department of Health, Education, and 
Welfare (HEW) the child and maternal health programs staff would be reduced 
from about 160 to six or seven and the other personnel would be given additional 
duties with other programs. 

"There is no place for me in that kind of business," Lesser told UPI. He has 
been head of federal health services for children and mothers since 1952 and 
a.ssociated with the programs since 1941, but Friday will be his last day on the 
job. 

At age 83, Lesser said he is not ready to retire. "But I certainly wouldn't con- 
tinue as a figurehead or exhibit a in support of a reorganization of which I 
thoroughly disapprove," he said. 

The General Accounting Office is investigating the reorganization to determine 
if any Congressional authority has been violated. 

Under the plan to take effect next month, HEW Secretary' Ca.sper W. Wein- 
berger said health services will be split into three major units to "increase the 
efficiency and effectiveness of the department's health programs." 

Under the $244 million maternal and child health services program, some 
500,000 crippled children, primarily in rural areas, receive medical care each year; 
650,000 infants get well-baby care; 2 million to 3 million children receive school 
health examinations and immunizations, and needy pregnant mothers and chil- 
dren, mostly in big cities, get health examinations, dental care and other services to 
reduce high rates of infant mortality and promote good health. 

Dr. Paul B. Batalden, chief of the bureau in which these services will be located, 
said there is no intent to phase them out. 

"I would not have accepted that job if that had been the catie," he said. 
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ATTACHMENT NO. 6 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 

Washington, B.C., July 17, 197S. 
DEAR COLLEAGUE: It is the intention of the Department of Health, Education, 

and Welfare to administratively reorganize the Health Services and Mental 
Health Administration into the Health Resources Administration and the Health 
Services Administration. 

These proposed administrative changes, as outUned very broadly on page 
18260 of the Federal Register of July 9, 1973, would seem to set the stage for 
what Dr. Arthur Lesser, in his statement of resignation as program director for 
Maternal and Child Health Care, protested would amount to, ". . . the first 
step in the elimination of categorical programs. It is another disregard for the 
intent of Congress." Please see my remarks on Page H. 5773 of the June 30, 1973 
Record (2d column, last paragraph, ct seq.), for further particulars on this issue 
and the protest resignation of this highly respected, veteran health professional. 

As the attached letter to Secretary Weinberger spells out, this "reorganization" 
would effectively deprive six categorical programs of their immediate support, 
program and administrative personnel. It would further seem to be in conflict 
not only with funding and personnel accountability contained in present law, 
but with the very recent intent of the Congress in providing an extension of specific 
program funding for Title V Maternal and Child Health Care programs—exten- 
sion of a categorical, not formula method of fund distribution. 

It is my hope that you will be able to join with me in this letter to Secretary 
Weinberger, aslting for clarification of the Department's specific intentions with 
regard to Maternal and Child Health Care, and other categorical programs being 
lumped together for purposes that may be "efficient" but which have been con- 
demned by deeply worried health care professionals as destructive of the health 
care goals the Congress intended in creating them. 

The specifics of this letter and the attached have the strong endorsement of 
the American Academy of Pediatrics. Should you wish to join in this letter please 
call Miss Golden on ext. 54105 by noon Friday, July 20, 1973. 

Sincerely, 
HUGH L. CAREY, M.C. 

ATTACHMENT NO. 7 

Hon. CASPAR WEINBERGER, 
Secretary, Department of Health, Education, and Welfare, 
Washington, D.C. 

DEAR MR. SECRETARY: The lack of current information regarding the proposed 
reorganization of Health Services and Mental Health Administration into the 
Health Resources Administration and the Health Services Administration is 
causing anxiety, and it is hoped that your response to this inquiry might convey 
Administration proposals as they might affect the effective achievement of jjrogram 
goals directed by the Congress. Specifically, concern is mounting that the new 
organizational structure will be incapable of fulfilling the purpose for which each 
individual program had been initially established. 

The organization propo.scd reflects a new Bureau of Community Health Services 
comprised of Maternal and Child Health, Family Planning, Migrant Health, 
Neighborhood Health Centers, National Health Service Corps and Health 
Maintenance Organization. The director of each of these programs will become an 
Assistant Bureau Director. It appears that each program will be treated similarly 
regardless of whether they are equal in scope, history, funding, accomplishments, 
expectations or mandate. In addition, while the Director of Maternal and Child 
Health Service for example, maintains apparent responsibility for the program, 
he has no line authority over employees justifiably employed with Title V funds, 
since the personnel are redistributed among the various offices, save five or six 
employees who will work on the Assistant Bureau Director's immediate staff, 
primarily as apologists. 

This reorganization plan, unlike previous plans, appears to dismantle the 
maternal and child health program components rather than merely give them new 
administrative superiors. "This appears as not only unsound health policy and un- 
wise administrative practice, but a disregard for the populations to be served and 
the compassionate mandate which established and maintains the MCH program. 
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This reorganization fails to assure that programs will advance at the accelerated 
pace which is so vital. The Congress maintains a very active interest in maternal 
and child health programs, as manifested by the strong support Title V project 
extension received recently in both Houses. The maternal and child health program 
has been established for 38 years, and has continued through the years marked by 
distinguished accomplishment. The proposed reorganization is not a solution for 
the problems of the program, which admittedly may exist, nor would it provide 
improvement for the program. 

The anxiety of the Congress with the new reorganization plan has intensified 
recently with pre.ss accounts regarding the resignations of Arthur Lesser and 
Dr. Gordon Macleod, two highly regarded program directors. Each official has 
stated that his resignation stems from the incompatibilty of reorganization and 
program objectives. Dr. Lesser has stated, "This is the first step in the elimination 
of categorical programs. It is another disregard for the intent of Congress." 

In light of the seriousness of this issue, and the relative scarcity of information, 
it would be appreciated that your response include comment on these questions: 

1. Why has no revised appropriations request been submitted to reflect the 
reorganization? 

2. Are there plans to change program allottees as required by Section 36799 
of the Revised Statutes and the HEW Accounting Manual Chapter 2-10 (6/26/ 
67)? 

3. How will each allottee be able to maintain supervision and accountability 
of personnel working in other offices? 

4. Will each office have a.ssigned staff to work exclusively on each of the pro- 
grams, or will there be an "equivalent time" arrangement to assure that pro- 
grams receive staff support proportionate to appropriations for direct program 
operations? 

5. What recourse is available to the Assistant Bureau Director when offices 
are not responsive? 

6. What are the long range plans since five of the programs are operating 
under one year extensions and maternal and child health program is under per- 
manent authority? Is it the ultimate intention to phase out these six categorical 
programs? 

7. Might the Department initiate this reorganization July 1, 1974, after 
the Congress decides upon the future of these categorical programs? 

8. When will the details of the plan be available for public review? 
9. Will comments on the plan be solicited and considered before it is initiated? 
10. When might the Congress expect to be fully informed of administrative 

plans? 
11. Will Congressional approval be sought? 
The Committee on Ways and Means and, indeed, the entire Congress, would 

prefer to leave administrative organization and detail to the Executive. However, 
when administrative changes seem imminent, and these changes appear to run 
counter to the policy intent of the law, it becomes incumbent to the Congress, and 
even more so on the Executive, to engage in a dialogue which protects the intent of 
the Congress, maintains the integrity of the programs under discussion, preserves 
true administrative flexibility, and permits the Executive department in question 
to retain the confidence of the Congress in like matters. 

It is our concern that the Department of Health, Education and Welfare admin- 
ister all programs mandated to it by the Congress in the most efficient manner con- 
sistent with the program goals determined by the Congress. However, it is equally 
our concern that various categorical and other programs not be done to death 
through administrative legerdemain—a process that deprives programs of ade- 
auate fiscal and administrative support and strong professional leadership and 
tnen declares to the Congress that these starving and stumbling programs are 
clearly ineffective and surely inefficient, and should be terminated or blended with 
an even more amorpheous administrative unit, which itself is earmarked for 
destruction. 

Your early response to both the specific questions and the larger philosophical 
one is appreciated. Advance communication through this informal means would 
seem to be preferable to repeated last minute legislative resuscitation by the 
Congress—action necessarily less well designed than is desirable. 

Sincerely, 
HUGH L. CARET, 
Member of Congress. 
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ATTACHMENT NO. 8 

[Press Release: Jul; 23, 1973—From Congressman Hugh L. Carey] 

CAREY QUESTIONS  POSSIBLE  ILL-EFFECTS  OF HEW  REOBGANIZATION  PLAN 

WASHINGTON.—Congressman Hugh L. Carey (D-N.Y.), was joined today by 
34 of his House Colleagues in requesting an explanation from HEW of an ad- 
ministrative reorganization that Carey believes will have very serious ill-effects 
on Maternal and Child Health Care programs throughout the Nation. 

Carey's letter to Secretary Weinberger was prompted by the continued HEW 
assault on Health and other programs the Department is supposed to foster and 
see successful. The Congressman is increasingly dismayed at seeing the present 
Secretary of Health, Education and Welfare destroying progressive, human-needs 
programs pa.ssed by the Congress and administered in the recent past by such 
distinguished men a.s Abraham Ribicoff, Anthony Celebrezze, Wilbcr Cohen and 
John Gardner. 

In a letter to HEW Secretary Weinberger, Carey asks, in eleven specific ques- 
tions, for clarification of the Department's intentions with regard to Maternal 
and Child Health Care, and other categorical health programs being lumped 
together for purposes that may be "efficient", but whicn have been condemned 
by deeply worried health care professionals as destructive of the health care goals 
the Congress intended in creating them. 

"The an.xiety of the Congress with the new reorganization plan has intensified 
recently with press accounts regarding the resignations of Drs. Arthur Lesser and 
Gordon McLeod, two highly regarded directors of affected programs. Each 
official has stated that his resignation stems directly from the incompatibility of 
reorganization and program objectives. Dr. Les.ser stated, "This is the first step 
in the elimination of categorical programs. It is another disregard for the intent 
of Congress." 

The Congre.s.«man, further declared, "It is the concern of the Congress that the 
Department of Health, Education and Welfare administer all programs mandated 
to it bj' the Congress in the most efficient manner. However, it is equally our 
concern that various categorical programs not be done to death through adminis- 
trative legerdemain—a process that deprives programs of adequate fiscal and 
administrative support and strong professional leadership and then declares to 
the Congress that these starving and stumbling programs are clearly ineffective 
and surely inefficient, and should be terminated or blended with an even more 
amorphous administrative unit, which itself is earmarked for destruction." 

In closing, Carey stated that if the Department of HEW expects to regain the 
confidence of the Congress and retain authority in administrative reorganizations 
affecting policy goals set by the Congress, "Advance and thorough communication 
would seem to be preferable to repeated la.st-minute legi.slative resuscitation by 
the Congress." 

The following Congressmen have added their names to the letter sent by 
Congressman Carey: 

Bella S. Abzug Peter Kyros 
Joseph P. Addabbo Lloyd Meeds 
Mario Biaggi Patsy T. Mink 
Jonathan B. Bingham Robert N. C. Nix 
Edward P. Boland Claude Pepper 
Frank J. Bra.sco Bertram L. Podell 
James A. Burke Charles B. Rangel 
John Conyers Thomas M. Rees 
James C. Gorman Robert A. Roe 
Ronald V. Dellums Benjamin S. Rosenthal 
Don Edwards Dan Rostenkowski 
Dante B. Fascell William R. Roy 
Daniel J. Flood Fernand J. St Germain 
Donald M. Fraser Paul S. Sarbanes 
Michael Harrington Patricia Schroeder 
Robert W. Kastenmeier Frank Thompson 
Edward I. Koch Charles H. Wilson 

Mr. ROGERS. Thank you, Mr. Carey, for an excellent statement. I 
think the points you have made are very well taken and I am sure this 
committee will adhere to your admonitions. 



Mr. Preyer? 
Mr. PREYER. Thank you, Mr. Chairman. 
Your testimony is obviously deeply felt and delivered with full 

Celtic flavor and force. We appreciate it very much. Thank you. 
Mr. CAREY. I might add that the infant mortality rate in Ireland 

is better than the United States right now. Maybe I will have to go 
back. 

Mr. CARTER. Mr. Chairman, I have known the distinguished 
gentleman for many years, and I know he has known sorrow and 
trouble, and I regret that very much. I have sympathized with him 
over the years, and certainly SJ^npathize with him about his wdfe, 
and I rejoice with him that she is better. 

I want to say that I have always supported these programs, as I 
stated, previously with full funding. I have criticized HEW when they 
didn't bring up their funding on basic and applied research, and I will 
continue to do that. I happen to be affected in the same way the dis- 
tinguished gentleman is, and I have been undergoing the throes of 
the same sort of trouble in my own family. As perhaps he knows, or 
should know, I am one of the men who worked hard to get the present 
cancer law into effect, supported it fully, completely, even more than, 
to a greater extent perhaps, many members of this committee. 

I want to see the 20 centers established throughout the United 
States as the law requires, and I will fight to see that we have complete 
funding of this legislation. I think it is vitally necessary. I want to 
assure you that 57 percent of the people in my district recently 
reported in their questionnaire that they favored a form of national 
health insurance, and I don't want to see any woman denied in the 
country the privilege your wife has had for treatment for this condi- 
tion which she has, or any youngster in our country denied the privi- 
lege of treatment for the dread diseases that my only son has at this 
time, and I shall support and continue to support legislation of this 
nature. 

There is no one here that can sa\' that I ever failed to support any 
health legislation which would be helpful since 1 have been on this 
committee, and I will continue to do it. However, I beg to remind 
the gentlemen here that according to his own fourth paragraph I was 
not wrong on the diseases. 1 believe we see in that paragraph that 
700,000 people wnll die of heart condition. 

I regret that our infant mortality rate is 550,000 per year, but I 
would correct—and I often make mistakes—but in this case I was 
not in error and I want to say this, that I hope and trust and pray 
that this committee which has worked together so long will not now 
adopt a partisan political attitude and attempt to castigate everyone 
who comes before the committee, and every elected official, no matter 
how good a man he might be. We can't legislate towards health as we 
attain political stances. 

Health doesn't know politics, and sickness doesn't take a holiday. 
We must all work, regardless of what political party we belong to, for 
the health of our country, and I will pledge you that I will do that, 
and I am most happy to see you here because I regard you as one of 
the finest men, with one of the greatest hearts in this House, and you 
know it to be true. 

Mr. CAREY. Thank you, Dr. Carter. 
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I do want to second your correction that you are quite correct that 
heart is at the over 700,000 killer level, and infant mortality is second 
at 550,000, but I fell into the common error on the Ways ami Means 
Committee of what we might call the Mills syndrome. We sometimes 
extrapolate in terms of economics, and we have estimated that the 
cost of having 550,000 wanted children not born cost the country $90 
billion in terms of life's earnings they would enjoy, whereas the 
extrapolated figure for heart is not possible to compute because most 
Eeople suffer heart attacks not at the height of their earning capacity, 
ut just at the time when they should relax and enjoy the fruits of 

life, so perhaps I was thinking in economic terms. 
It cost us $90 billion because of the children who are not born, who 

could have participated in this society, and in that regard I do think 
the modest commitments we have made to maternal and child health 
would be a good economy if we invest in it. 

Mr. RoGER-s. Dr. Roj-? 
Mr. ROY. Thank you, Mr. Chairman. 
Thank you, Mr. Carey, for your statement, and by the calculations 

that you last used I think with 14 children you have made a great 
economic contribution to the country. With six children maybe I have 
made about half the economic contribution to the country. 

Mr. CAREY. Even our average is a little high. 
Mr. ROY. Yes. 
I wanted to ask you, is it your understanding that the PSRO 

service under Dr. Bauer will be primarily confining itself to policy 
matters and will be coordinating its administrative functions through 
the bureau of quality assurance? 

Mr. CAREY. Well, this is precisely the kind of thing that has me 
upset. In our hearings conducted extensively on health insurance, 
again and again we had members of the profession, ranking officials 
in the American Medical Association, and independent physicians, 
come before us and tell us about the good experiences that the peer 
review organizations were having in getting fee-for-service schedules, 
and fee-for-service parameters worked out. These are necessary if we 
are going to have any kind of a national plan. 

I can recall the chairman of the Ways and Means Committee, Mr. 
Mills, saying he had taken time during one of his visits home to sit in 
on a peer review session and found out it was far more exacting, say, 
than an appearance before the Congressional Ethics Panel, where you 
and I hope we will never go, but it was a demanding and effective 
system of agreed and reasonable fee-for-service programs that was 
being worked out in the field, and its implementation we were told 
would be very helpfully encouraged by the Department of HEW. 

Now that statement was made by Secretary Richardson. He gave 
us some instinct, if you will, and hope that the PSRO's and the HMO's 
would be one of the things that would go into implementation gradu- 
ally, carefully, and with extremelj' close monitoring to make sure the 
PSRO's were out there, according to guidelines prepared with the 
State and Federal Government, and with the professional organiza- 
tions in such a way that we would know that the PSRO mechanism, 
HMO mechanisms, and others, were in place and working when we got 
ready to move downstream with health insurance. 

Now if the PSRO's are going to be essentially agonized at the ad- 
ministrative level, and restudied, and not implemented and not pro- 
moted, then I say put the hope of the national health insurance plan 
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not in the year 1973, put it up in 1986 somewhere, because we are 
never going to get there. It would be too expensive, and it would lack 
the forethought and preparation necessary to make it effective. That 
is precisely what I am driving at. 

Mr. ROY. I have been informed that there was a commitment given 
by the Administration to the Congressional Oversight Committees at 
the time of the conference that the PSRO operation would be con- 
ducted by a single office, and that the Director would be immediately 
responsible to the Assistant Secretary for Health. Was that your under- 
standing at the time of the adoption of the legislation? 

Mr. CAREY. Well, it was the best we could get as a guaranty. It was 
our hope that guidelines and regulations that would go to the States 
would be in force and effect by this time, and that together with the 
administrative, shall we say, upgrading of the programs would give us 
some assurance that the PSRO mechanism would be so much ac- 
customed in the country that that one building block, shall we say, 
would be there for us to move ahead to make certain that sound pro- 
fessional services would be within reach at reasonable levels of com- 
pensation. If that has not been done, then we are moving right back 
into the gap of medicade-medicare, of forcing money into a flue without 
making sure that on the other end it is gomg to multiply and increase 
the effectiveness of medical care. 

Mr. ROY. Again I thank the gentleman for his statement. 
Mr. ROGERS. Thank you so much. Mr. Carey, the committee is 

grateful for your interest and for the very excellent statement you 
nave given today. 

Mr. CAREY. Thank you, Mr. Chairman. 
Mr. RoGER.s. Our next witness is Dr. Charles C. Edwards. He is 

accompanied by: John S. Zapp, D.D.S., Deputy Assistant Secretary 
for Legislation—Health—HEW; Harold O. Buzzell, Administrator, 
Health Services Administration, HEW; Robert Laur, Ph. D., Acting 
Administrator, Health Resources Administration, HEW; Kenneth M. 
Endicott, M.D., Acting Director, Bureau of Health Resources De- 
velopment, Health Resources Administration, HEW; and David T. 
Smith, Executive Director, National Center for Toxicological Re- 
search, Food and Drug Administration, HEW. 

STATEMENT OF DR. CHAELES C. EDWARDS, ASSISTANT SECRETARY 
FOR HEALTH, DEPARTMENT OF HEALTH. EDUCATION, AND WEL- 
FARE; ACCOMPANIED BY DR. JOHN S. ZAPP, DEPUTY ASSISTANT 
SECRETARY FOR LEGISLATION (HEALTH); HAROLD 0. BUZZELL, 
ADMINISTRATOR, HEALTH SERVICES ADMINISTRATION; ROBERT 
LAUR, PH. D., ACTING ADMINISTRATOR, HEALTH RESOURCES 
ADMINISTRATION; DR. KENNETH M. ENDICOTT, ACTING DIREC- 
TOR, BUREAU OF HEALTH RESOURCES DEVELOPMENT, HEALTH 
RESOURCES ADMINISTRATION; AND DAVID T. SMITH, EXECU- 
TIVE DIRECTOR. NATIONAL CENTER FOR TOXICOLOGICAL RE- 
SEARCH, FOOD AND DRUG ADMINISTRATION 

Dr. EDWARDS. Thank you, Mr. Chairman. 
I would like to set the record straight before I get started with my 

statement. First of all, I think Mr. Carey was totally unjustified in 
trying to compare infant mortality and heart disease. I think, first of 
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all, you have to recognize that the infant mortality figure is much, or a 
significant amount of the infant mortality statistics representing 
heart diseases. So in a sense you are comparing apples and oranges, so 
this doesn't stand scrutiny. 

The other point 1 would like to make is I think Dr. Roj's remarks 
were totally unjustified. First of all, it was my understanding that 
this hearing was held to discuss the reorganization. So far we have 
discussed Watergate, we have discussed impoimding, and we have 
discussed the administration's budget, none of which has anything 
specifically to do with our reorganization. 

I think that the group that we put together to develop the reor- 
ganization plan did an excellent job. As a matter of fact, I would 
challenge Dr. Roj- to submit our reorganization to any group of man- 
agement people that lie would like to. They may not totally agree with 
all aspects of it, but I think you can't say it was motivated by political 
considerations. I think it is obvious that we have to take into con- 
sideration the administration's proposed budget. These programs that 
the adnunistration were going to phase out were no hmger going to be, 
we had to make sure that the organizational structure that we were 
going to put them in made sense, but nevertheless I say it is a good 
reorganization. I think it will stand scrutiny by the experts, and to 
attempt to politicize it, or make it a Watergate or impounding issue is 
not appropriate. 

Mr. Chairman and subcommittee members, I am glad to be here 
today at j^our request to discuss the reorganization of the health 
component of the Department of Health, Education, and Welfare. As 
you may know, we met with congressional committee staffs to go over 
this matter last Friday evening. 

I would like to discuss with you todaj' in somewhat general terms 
why we felt a reorganization was necessary in this area, how we 
studied and evaluated what should be done, and what the outcome 
was. Then my colleagues and I will try to answer any specific questions 
you may have. 

WHY  REORGANIZE? 

The term reorganization seems to connote to many people bureau- 
cratic reshuffling for no apparent purpose. Yet the word has a respect- 
able sense in the world of business and finance as a restructuring of an 
organization to cure or avoid failure, or to incorporate new elements, 
serve new markets, meet new problems. 

Mr. Chairman, we are not reorganizing merely for the sake of re- 
organizing. We are trying to use what has been learned from experi- 
ence to reverse prior failures. We are trying to incorporate into our 
overall health concern relatively new elements, such as third-party 
financing and quality control. And we certainly have a plethora of 
urgent problems. 

A  STRONG VOICE FOR HEALTH 

Over the last five or more years, this Department has simph- not 
been in a position to speak with singular authority about the over- 
riding health problems facing the country or about the means of 
solving them. 
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Instead of one voice we have had an NIH voice, an FDA voice, 
several HSMHA voices, each with its own message and its own 
assessment of problems and proposals for dealing with them. 

The effect oi these divided responses has been that we have had less 
impact on policy development or the shaping of budgets and programs 
intended to carrj' out policy than we could have had with a united 
effort. Very good staff work and sound professional input has been 
weakened or made ineffective by fragmentation and even inconsist- 
ency among the multiple "Health" spokesmen. We have been wasting 
talent. And what is worse, we clearly have not made the kind of prog- 
ress toward solving health problems that the White House, the 
Congress, and the public have every right to expect. 

I'm not suggesting that simply restructing the Department's health 
programs will suddenly give us a strong and effective voice in the 
development of national health policy. But I am convinced that our 
efforts to carry out the role of policymaking and implementation 
assigned to us by the Secretary would have been seriously hampered 
as long as functions that logically fitted together remained scattered 
among the three health agencies. 

For if we are going to discharge our leadership role as the Federal 
health agency, we must first mold ourselves into the organization which 
can, in fact, assume that role. 

REGIONAL   EFFECTIVENESS 

There is another important activity that we have set in motion 
concurrently %vith the reorganization effort. It has to do with decen- 
tralization. However, the decentralization has no direct bearing on the 
health reorganization activity. 

I am aware of your interest and concern of the trend toward placing 
increased operating responsibility and deci-sionmaking authority in 
the regional offices. We are in the final stages of developing a proposal 
for realinement of our regional offices' health activities. While I 
obviously am not in a position today to express any conclusions as to 
how those offices will ultimately be organized, I can assure you of our 
intent to take full advantage of the potential they afford in imple- 
menting national health programs. We are striving to get them in a 
position to focus their efforts on the things they can do best, such as 
direct technical assistance and consultation for State and local pro- 
grams, monitoring compliance with established criteria and applymg, 
in the field, general health surveillance techniques. Their advice on 
policy and suggestions for programmatic improvement will be com- 
municated directly to me througfi the heads of the 10 regional health 
offices. 

HEDIRECTION OF THE OFFICE OF THE ASSISTANT SECRETARY FOR HEALTH 

Over the past 4 years, one of the issues that has become most obvious 
to me has been the need to have a strong and forceful voice for the 
Assistant Secretary for Health. An office with the talent and resources 
to provide the necessary health leadership for the Department was 
essential. This we are providing now. 



38 

It is not my intention that our office will involve itself in the day-to- 
day operations of the health agencies. We have, however, tried to 
build into the Office of the Assistant Secretary for Health the necessary 
capacities to guide Department health activities in the planning and 
conduct of operating programs, to assist in management and adminis- 
tration, and to make certain that policy is being carefully developed 
and effectively implemented. 

Toward this objective, we have restructured the OASH staff. On 
July 12, a statement of organization and function for the Office of the 
Assistant Secretary was published in the Federal Register. Basically, 
the new structure consists of four major offices: 

Administrative management, policy development and planning, 
program operations, and regional operations. 

There are seven special staffs, several of which have been mandated 
by law: The Professional Standards Re\'iew, which we are all interested 
in is one. Professional Standards Review is, in fact, in my office; 
International Health; Population Affairs; Drug Abuse Prevention; 
Nursing Home Affairs; E.xecutive Secretariat; and Public Affairs. 

Mr. Chairman, with your permission I shall insert the balance of 
my prepared statement into the record and we are prepared to answer 
any questions you or the other committee members may have. Thank 
you. 

[The balance of Dr. Edwards' prepared statement follows:] 

REGBOANIZING THE HEALTH AGENCIES 

Practically since its inception it has been evident to many, myself included, 
that HSMHA was not an administratively viable organization. Shortly after 
assuming my present responsibilities I made a recommendation to the Secretary 
that a study of nSMH.\ be undertal^en. The Secretary concurred and the study 
was carried out by a Task Force headed by Mr. David Smith who is here with 
us today and who, I'm sure, will be happy to answer any questions you may have 
regarding that effort. 

Based largely upon the information and recommendations presented in the 
Task Force Report, a reorganization plan was developed, the broad outlines of 
which are quite definite, though many of the details concerning specific programs 
and specific functions are still being worked out. 

In essence, what we have done is to group the Department's health programs 
into five agencies each of which now has a clear and coherent mission, and each 
of which now reports directly to the Assistant Secretary. 

As you know, the Health Services and Mental Health Administration has 
been abolished; its various programs have been assigned to NIH, to CDC— 
which has become a free-standing agency, and to two new agencies—The Health 
Services Administration and the Health Resources Administration. 

The FDA is substantially unaffected by this realignment. 
As noted, The Center for Disease Control, formerly part of HSMHA, has 

become a separate agency and has assumed, in addition to its established activities 
in the area of preventive health, administrative control of the functions being 
carried out by the Bureau of Community Environmental Management, and the 
National Institute for Occupational Safety and Health. 

There are two major changes affecting NIH. First, the National Institute of 
Mental Health has temporarily been transferred from HSMHA to NIH. This 
move obviously entails adding research activities to those that the NIH already 
supports in such areas as cancer and heart disease. The NIMH, however, is en- 
gaged in service delivery programs relating to mental health, alcoholism and drug 
abuse. Therefore, we have to take a hard look at the appropriateness of having 
NIH, which is essentially a biomedical research organization, deeply involved in 
the delivery of health services. I feel that we have to mjike a careful assessment of 
the NIH research mission and determine to what extent NIMH service activities 
may add to or detract from the fulfillment of that mission. To do this, an NIMH 
study group was formed and we are I'xpecting a final report from that group very 
soon, and will certainly plan to keep the Congress fully informed as to the direction 
we are taking with respect to the NIMH activities. 
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Health Services Administration (HSA) 

The new Health Services Administration consolidates programs which finance 
or directly support the delivery of health care services. These programs are 
supported through a variety of mechanisms, including formula and project 
grants, contracts, assignees in the held, and direct Federal assistance for bene- 
ficiary care. The agency includes the service delivery components of HSMHA— 
Family Planning projects, Neighborhood Health Centers, Migrant Health projects, 
Maternal and Child Health projects and formula grants, 314(d) Public Health 
Services formula grants. National Health Service Corps, Health Maintenance 
Organizations, and the direct care activities: Indian Health Service and Federal 
Health Programs Service. It also includes operational functions of the Professional 
Standards Review Organization program, pursuant to policy direction from the 
Office of the .\ssistant Secretary for Health, the Medical Care Standards Program 
from the Community Health Service, and the Kidney Disease Treatment Program. 

The agency is specifically designed to: 
Provide and finance the delivery of health services through grants, contracts 

and direct delivery. 
Promote the integration of service deliverj- with pubhc and private health 

financing programs. 
Assure quality and contain costs of services provided through the public 

financing programs. 
Within HSA there are four major components: Indian Health Service and 

Federal Health Programs Service which remains essentially unchanged; and the 
new Bureaus of Community Health Services and Quality Assurance. These 
programs follow the decentralized approach toward which we have steadily 
moved in the past four jears. Indian Health activities have been carried out in 
Indian Health Service units, through area offices, and contracts with local health 
resources. Similarly, while the Public Health Service Clinics and Hospitals 
receive administration from the national level, their entire focus has been upon 
service delivery through their facilities and through contracts with local resources. 
During the last three years appropriate grant programs, related decision making 
and supporting manpower have been effectively regionalized achieving the 
desired movement of basic administration closer to the delivery site. 

Bureau of Community Health Services 

This Bureau incorporates five organizational units formerly operating in the 
Health Services and Mental Health .\dministration. They are the Community 
Health Service, Maternal and Child Health Service, National Center for Family 
Planning Services, National Health Service Corps, and Health Maintenance 
Organization Service. These five units each have categorical grant or com- 
munity assistance program responsibilities and, thus, have appropriately been 
restructured under a single Bureau. 

As we have indicated certain functions are vital to an accountable, decentralized 
operation. It must be possible to identify what projects and activities are expected 
to achieve to meet legislative intent and to effectuate ,\dininistration initiatives. 
It must then be possible to allocate adequate resources for the achievement of 
identified goals. Finally, there must be established well-understood means by 
which progre.ss is measured. The proposed structure of the Bureau of Community 
Health Services reassembles resources in ways which allow these functions to 
be carred out fully and effectively. 

Identifying what is needed in the program areas of Maternal and Child Health, 
National Health Service Corps, Neighborhood Health Centers, Family Planning, 
Health Maintenance Organizations and Migrant Health will be .\ssistant Bureau 
Directors, each with a core staff. It is here that responsibility rests for expressing 
clear program commitments and goals, for making them known to decentralized 
staff, for allocating resources, measuring performance and assuring that needs 
are met. The Assistant Bureau Director staff in each program area will draw 
upon all staff elements through orderly, thorough work planning and as.sign- 
ment processes. They will be the primary points of accountability. 

Regulations, guidelines, policy statements, and performance measurements will 
be the full time concern of a substantial knowledgeable staff in an Office of Policy 
Development. In like manner, experts in information systems, project and pro- 
gram analysis and assessment will be broiiRht together in an Office of Monitoring 
and Analysis, and the expert professicmal and technical guidance required by these 
offices (and by Regional Staff) will be provided through Offices of Clinical, Health 
Services Financing and Organization Development. The important point that I 
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would like to stress, is that even with these functionally-designated offices, there 
will be groups of individuals working in categorical program areas not unlike 
what they are presently doing. However, management will have more flexibility 
in assigning critical manpower resources to programs with the highest priorities. 
I think the best examijle I can give of this is the system we have established and 
found successful at FDA. 

Bureau of Quality Assurance 

The Bureau of Quality Assurance was established as the National focus for 
assuring accountability to health care consumers of the qualitj- and costs of health 
care services. Along with BCHS, this Bureau will emphasize efforts to achieve the 
integration of health service delivery with private financing systems so as to 
assure Federal responsiveness to the needs of individtials and groups in all segments 
of society. BOA is expected to be concerned with these quality questions which 
relate to existing health service financing programs for the purpose of developing 
standards and mechanisms which effectively ensure implementation of quality 
assurance activities to benefit the beneficiaries of financing programs as well as— 
almost assuredly—much of the rest of the population. Furthermore, it represents 
a w'ise preparatory process for any form of National Health Insurance. 

This Bureau will have four major areas of rcspon.sibility—professional standards 
review organization program, utilization review, medical review, independent 
professional review, and the continuing professional development of health and 
safety standards for providers of services under Medicare and Medicaid. Activities 
include developing, directing and administering policies, criteria and other program 
conditions as they relate to BQA major areas of responsibility. 

Health Resources Administration (HRA) 

The mission of the Health Resources Administration is to provide a national 
focal point for the identification, deployment, and utilization of the physical, 
financial, and personal resources to achieve the best possible health services for 
the people of tne United States. Its activities should result in more effective and 
efBcicnt use of the Nation's health resources in furtherance of our ultimate goal 
of having high-quality health services available to all people in all parts of the 
country. 

Through its programs, the Health Resources Administration already: 
Conducts and supports analyses, research, developmental activities, technical 

a.ssistance programs, and informational services needed to support intelligent 
planning for the Nation's health system. Through the National Center for Health 
Statistics, it collects, analyzes, and dis.seminates data on vital and health statistics. 
It also gathers and disseminates information on the health status of our people, 
and on health expenditures and the utilization of health resources in the Nation. 

It develops and evaluates improvements in the standards for health facilities 
and health services. 

It supports the recruitment, training, and education of health services personnel. 
It provides leadership to, and helps the development of Federal, State, and local 

health planning activities. And this newly-organized Administration maintains a 
systematic look at the Nation's health establishment through the use of manage- 
ment studies, cost and benefit analyses, performance studies, and evaluation. 

HRA will be a primary source of technical and professional assistance to my 
office in developing and analyzing health policies. 

Basically, the Health Resources Administration is made up of three major 
units as follows: 

National Center for Health Statistics 

This Center will include all the program functions formerly located within the 
National Center for Health Statistics, and those a.ssociated with other baseline 
data systems and data research efforts in health-—such as the Federal-State-Local 
Cooperative Health Statistics System, and the Manpower Data Systems of 
BHME. We are also evaluating whether other health related data collection activi- 
ties should be incorporated into or otherwise adapted for increased compatibility 
with the NCIIS function. These include the Abortion Reporting System (CDC); 
the Health Services Scarcity Area Identification Program (CHS); the Occupa- 
tional Hazard, Injury, and Illness Survey (NIOSH); and the national baseline 
data systems of the NIMH. 

The Center collects, analyzes, and disseminates data on vital statistics and on 
many other areas of health, including the physical, mental, and physiological 
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characteristics of the population, illness, injury, impairment, the supply and 
utilization of health facilities and manpower, and on changes in the health status 
of people. It also administers the Cooperative Federal-State-Local Health and 
Vital Statistics System, and stimulates and conducts basic and applied research 
in health data systems and statistical methodology. 

This litany of functions does not, I'm afraid, carry the impact it should in 
underlining the importance of the evolving NCHS program. We are attempting 
to create an accessible, central, and uniform health intelligence capacity that has 
not heretofore existed. We have not had to date adequate usable information 
available to meet the needs of health planners, health administrators or health 
legislators. What we arc now systematically putting into place is a capacity which 
can provide us, the Congress, and all those concerned with health in States and 
communities with the information we all urgently need to accomplish even our 
most modest goals. 

Bureau of Health Resources Development 

The Bureau of Health Resources Development monitors the utilization, dis- 
tribution, and development of human and physical resources in the provision of 
health services to the people of the United States. 

The Bureau is responsil)lo for the administration and support of programs to 
meet health manpower requirements through education and training and to give 
general support to institutions engaged in education and research in certain 
areas in the health field. It encompa.sses grant and loan programs and other opera- 
tions which promote and support the extension and improvement of the educational 
process to increase the supply and improve the quality of health manpower. More 
specifically, its programs promote and support manpower education, in-service 
training, continuing education, and specialized activities designed to ameliorate 
the effect of geographic and specialty maldistribution. Most of these functions 
were formerly in BHME. 

The Bureau also is responsible for developing DHEW programs for the im- 
provement and extension of comprehensive health planning at all levels of activity. 
This planning depends heavily on a solid data base, clear community health 
objectives, sliills in planning disciplines, and a consistent State/local response to 
planning decisions. Resource allocations is a high CHP priority as it extends its 
efforts toward cost containment, sensible distribution of services, and more 
efficient delivery systems. Manpower and facilities, which absorb huge amounts of 
government and private funds, should be subject to extraordinary attention in 
plaiming at all levels of government. 

Also placed within the Bureau are all authorities for facilities construction, 
including the Hill-Burton program. 

As part of its development of data on the utilization, distribution, and need for 
health manpower, the Bureau will have developed periodic projections of man- 
power and facility needs for the use of DHEW agencies and other governmental 
units. It also will serve as a clearinghouse for information on health manpower 
needs, resources, education, training, and utilization. 

Bureau of Health Services Research and Evaluation 

The Bureau of Health Services Research and Evaluation conducts and supports 
analyses and research on the organization, delivery, and financing of health 
services. It also supports the development of new approaches to improve the 
distribution, utilization, and cost effectiveness of health services and resources. 

The Bureau ha-s responsibility for development of the overall health services 
research strategy of DHEW. In addition to performing a primary function of 
health services research and evaluation, it also will coordinate all such research 
activities within HRA and across the other health agencies. 

This Bureau also administers the Regional Medical Programs Service and the 
Emergencj' Medical Service program, both of which are designed to demonstrate 
and evaluate, albeit in somewhat different areas of focus, improvements in health 
services, and to promote development of innovative health service systems. 

Long-term care activities previously scattered throughout HSMHA now are 
incorporated into a single long-term care program in the Bureau of Health Services 
Research and Evaluation. A major resijonsibility will be the continued implemen- 
tation of the President's Nursing Home Improvement Program which seeks to 
improve the quality of life and health care in the Nation's nursing homes. The 
Nursing Home Ombudsman Demonstration Projects in this new Bureau are 
evaluating the use of a patient advocate in resolving grievances of nursing home 
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patients. A nationwide network of training programs is increasing knowledge and 
improving skills of nursing home personnel. 

CONCLUSION 

Any new organization has to go throijgh a ".shake-down" period of adjustment. 
Those established or restructured in our current endeavor will be, I'm certain, 
no exceptions. We will very likely have to adjust and change various parts or 
responsibilities of this reorganization plan to do the job which needs to be done. 
We intend to keep the Congress and this Committee informed of significant 
changes, just as we shall keep you informed of our progress. 

Thank you. My colleagues and I will be happy to answer any questions you 
may have. 

Dr. EDWARDS. Mr. Chairman, I would like to put these charts up 
on the easel and give you a brief overview of the structure itself, if 
that would meet with your approval. 

Mr. ROGERS. Without objection, that will be done. 
Dr. EDWARDS. This is Mr. Buzzell, as you know, who came to the 

Department with the understanding that he would supervise the 
reorganization and then would become head of the new Health Serv- 
ices Administration. 

Mr. BUZZELL. Mr. Chairman, I will take just a moment to run 
through these charts. One of the major considerations in the reorgan- 
ization was to not only strengthen Dr. Edwards office, but also to 
concern ourselves with control in order to insure that Dr. Edwards 
was able to carry out a major policy role without becoming involved 
in the day-to-day activities. 

In connection with the PSRO effort this is precisely what we are 
doing. We are providing Dr. Edwards with the specialized compo- 
nents in his office, major policymaking and major operational activ- 
ities for fulfilling the program objectives. But with five agency heads 
reporting to him, with four major operational components in his own 
office, and with seven major specialized staff groups, it is quite im- 
portant, to make sure that we in the agencies can fulfill the direction 
he provides us. That is what we are doing in the Bureau of Quality 
Assurance. 

We think that organizationally we have set up a structure that 
makes us more responsive. Now the old HSMHA, which I had the 
fortunate experience to run for 2 or 3 months, I believe, was an impos- 
sible task for my predecessor or myself, or anyone else to manage. 
There were 17 major programs to manage, 35 to 40 people reporting 
directly to the Administrator, plus all of the regional health people. 
This is the basic principle behind the reorganization. 

HEALTH SERVICES ADMINISTRATION 

Mission: Provides and finances the delivery of health services through grants, 
contracts and direct delivery; promotes the integration of service deUvery with 
public and private health financing programs; and assures quality and contains 
costs of services provided through the public financing programs. 

Functions: Reviews the appropriateness of care received in terms of cost, 
quality, and effectiveness; administers the grant-supported health service delivery 
programs to maximize the provision of services and control costs; prepares health 
service programs for support through third party financing by strengthening their 
management capabihty and ensuring they meet acceptable standards for re- 
imbursement and quality; supports the development of health maintenance 
organizations and other "improved methods of health care delivery; improves 
access to care to residents of health service scarcity areas; and provides health 
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services to specific Federal beneficiaries while facilitating conversion of these 
activities to support through financing programs. 

Mr. BuzzELL. The Health Services Administration's mission is to 
provide and finance the delivery of health services through grants, 
contracts, and direct dehverj'. It has these following functions: 
Review the appropriateness of the care received in terms of cost, 
quality and effectiveness; administer the grants in health service 
deliveiy programs; prepare health service programs for support 
through third-party financing; support the development of HMO 
loans and other improved methods of health care delivery, and 
improve access to care of residents of health service scarcity areas; 
and finally, pro^ade health services to specific Federal beneficiaries 
while facilitating these actixnties to support through financing 
programs. 

;^-.:;i-.;!'.:; ij„i:T!,«Ti(K 

.AEriMSTmiTC 

Ka aeisiATioH 

V-JU:'. ->ju.ri suf.'izi nXlK. SCiLW PiSMWS 
SERVICi; 

BUF.tA'J OF onVilTV 
HE^TH SERVICES ASSJWJCE 

Mr. BuzzELL. It is against that mission that we have created our 
organizational structure, and it is against that mission that we have 
assigned the proper teams that fit with it. 

Very quickly, as you can see, the Health Services Administration 
has four bureaus: the Indian Health Service; Federal Health Program 
Service; Bureau of Community Health Services; and finally the Bureau 
of Quality Assurance. 

Dr. EDWARDS. I want to emphasize, Mr. Chairman, as you can see, 
there is nothing in this organizational chart that would indicate the 
phasing out of any program on our part. The Federal Health Pro- 
gram Service is in fact the Public Health Service hospitals. 

Mr. BuzzELL. In that regard, that Federal Health Program Ser\-ice 
has not been recognized. Its people have not been reassigned. The 
structure remains the same waiting for our implementing direction. 
Two major differences, of course, are the Bureau of Community Health 
Services and the Bureau of Quality Assurance. The Bureau of Com- 
munity Health Services includes: the National Center for Family 
Planning Service, Maternal and Child Health Service, Community 
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Health Service, and the National Health Service Corps, and finally 
the Health Maintenance Organization Service. 

Again, the same individuals are working on these programs that 
were working there before. The same number of man-years of effort 
are being applied. No reductions have been made or reassignments of 
staff in order to phase down the program or to subdue a program. 

INDIAN HEALTH SERVICE 

Mission: Assures a comprehensive health services delivery system for American 
Indians and Alaska natives with sufBcient options to provide for maximum tribal 
involvement in meeting their health needs. 

Functions: Serves as the principal Federal advocate for Indians in the health 
field; provides comprehensive health care services, including hospital and ambula- 
tory medical card, preventive and rehabiUtative services, and development of 
(immunity sanitation facilities; facilitates and assists Indian tribes in coordinating 
health planning through Federal, State, and local programs, in operation of com- 
prehensive health programs, and in health program evaluation; and assists Indian 
tribes in developing their capacity to man and manage their health programs. 

IffilAN HEALTH SERVICE 

OFFICE  OF  THE  DIRECTOR 
DIRECTOR 
DEPUTY 
EOLW. BPLOWEHT 

FC-;-i.LATIO!t OPERATIONS 
IfS3WN 

CCMUNITY 
DEVELORCNT 

RESOURCE 
COORDIIWTION 

Mr. BuzzELL. The ludian Health Service I will not go through. It 
has not been changed. It is important to note that we have over 7,000 
employees primuriTy all of whom are out in the field. Something on the 
order of 100 are here in Washington. It continues under the manage- 
ment of Dr. Emery Johnson. 

FEDERAL HEALTH PROORAMS SERVICE 

Mission: Provides comprehensive medical care to all designated beneficiaries of 
the Public Health Service. 

Functions: Provides comprehensive direct health care for design.ited Federal 
beneficiaries and selected community groups; provides occupational health care 
and safety services for Federal employees; coordinates national planning, advance 
preparation, and logistic support for emergency health services; plans and develops 
training for health services personnel; and directs the conclact of intramural 
clinical and health services research. 
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Mr. BuzzELL. The same thing is true with the Federal Health 
Program Service. Its mission is unchanged. It continues under the 
direction of Dr.  Robert Streicher.  Again  the major management 

roblem is maintaining the hospitals. Its organization chart is the same. 
"e have not reorganized it. 

BUREAU OF COMMUNITT HEALTH SEHVICEB 

Mission: Serves as a national focus for efforts to improve the organization and 
delivery of health services in the context of the major health care financing 
programs. 

Functions: Facilitates the development of locally based programs of health 
services delivery; initiates activities which provide alternate methods of health 
service delivery and health maintenance; enhances the capacity of existing health 
service programs for full participation in the major public health financing 
systems—medicare and medicaid; administers programs providing specific 
services and/or specific populations including family planning, maternal and child 
health care and migrant care; directs programs which assure access to health care 
in underserved areas; and improves quality and contain costs of services provided 
in grant-initiated health service delivery programs. 

Mr. BuzzELL. The Bureau of Community Health Service, it is 
important to note, has a mission to serve as a national focus for efforts 
to improve the organization and delivery of health services in the con- 
text of major health care financing program. Its function is to facilitate 
the development of localh'^ based programs of health services delivery; 
initiate activities which provide alternate methods of health service 
delivery and health maintenance; enhance the capacity of our existing 
health service programs for full participation m the major public 
health financing systems, primarily medicare and medicaid; adnnnister 
programs providing specific services for specific populations, inchiding, 
of course, family planning, maternal and child care, and migrant care; 
directs programs which assure access to health care in underserved 
areas; and finally' to improve the quality and contain cost of services 
provided in grant-initiated health service delivery programs. 

J5-7JS O - 74 — 4 
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Mr. BuzzELL. Now the Bureau of Community Health Service 
provides these six major programs with associate Bureau directors, 
who will have progiam responsibility for their programs and who in 
turn will be assisted by division chiefs in five functional areas. These 
programs are quite similar in nature and the important management 
assistance and technical assistance activities to support the program 
are pretty much identical regardless of the program, and that will be 
the responsibility of those divisions' directors. The Office of Policy 
Development, Office of Clinical Services, Office of Health Services 
Financmg, Office of Organization Development, and Office of Moni- 
toring and Analysis, will be tracking the performance of the program. 

Dr. EDW.\RDS. Mr. Chainnan, we have been, of course, as you 
know, criticized for doing away in this plan with the categorical ap- 
Eroach to programs. I think that is A\Tong. Although the office down 

elow the Office of Policy Development and so forth, although they 
are functionally oriented, nevertheless there will be groups in eacli of 
these offices that will be providing categorical services to categorical 
programs. 

The important thing is it gives management at least some flexibility 
in terms of distributing some of his manpower strength to programs 
that happen to be very high priorities at the moment. For instance, in 
Food and Drug, if we have a Bon Vivant, we organize all of our re- 
sources to meet this problem. I think this gives managerial flexibility 
and does not do away with the categorical approach to certain pro- 
grams. 

Mr. ROGERS. For instance, who will staflF this Office of Policy 
Development? 

Mr. BuzzELL. The Director of the Bureau of Community Health 
Services. 
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Mr. ROGERS. I know, but with what people? 
Mr. BuzzELL. The current staffing as we envision it for this office 

will be a staff of specialists who have V)een doing that work in the 
programs before. These same individuals who have been preparing 
guidelines and regulations and whom I would describe as the technical 
experts for those programs. 

Mr. ROGERS. In other words, from that office you are going to 
develop j^our policy for neighborhood health centers, migrant health, 
family planning, and national health service corps? 

Mr. BuzzELL. What we will be doing is making sure that we have 
provided the field with the guidelines and the regulations to imple- 
ment the policy that is being provided. 

Dr. EDWARDS. Again, that doesn't mean that we won't have indi- 
viduals in each one of those offices that are working in the maternity 
and child health field, and RMP, and so forth. The critical ingredient 
here is that each of these programs, heretofore their long-range 
planning, their policy development, et cetera, have all been done m 
the context of that program and that program alone. 

You can't talk about maternal and child health without talking 
about neighborhood health programs. You can't talk about neighbor- 
hood health programs without talking about RMP. The problem is 
that they have been so categorical that there has been no relationship 
among programs, and until we get these programs trying to work for 
the development of a better total health system we are not going to 
come to grips with our problems. 

Mr. BuzzELL. The major policy that you would be concerned with, 
Mr. Chairman, will be done by the assistant bureau director. This is 
more in the way of technical assistance in terms of doing the draft 
work, the design work, and drafting of regulations and guidelines. 

Mr. ROGERS. What about health services financing? What will that 
office do? 

Mr. BuzzELL. The fiscal systems work in helping a neighborhood 
health center or in helping our regions to become more adept at 
developing an accounting system, for example, for one of the out- 
placed centers. This entire group is basically a management assistance 
and technical assistance group. Again, it is the policy of staff work 
being done at the level of the bureau director and the assistant bureau 
directors under him. 

Mr. ROGERS. Well, how does the health maintenance organization, 
for instance, fit in with migrant health? I would think the two would 
almost be at odds because it seems to me the health maintenance 
organization must be for people who are able to pay, where migrant 
health is not necessarily that. So how does the financing expert  

Dr. EDWARDS. Not necessarily. Our health maintenance organiza- 
tions, if they are any good, in my judgment, are programs that are 
across the board. They will handle not only those who can afford to 
pay but those who cannot. 

Mr. ROGERS. Well, how are they going to do it? You can't keep 
an HMO going unless people can pay for it. 

Dr. EDWARDS. Well, there is medicare and medicaid. 
Mr. ROGERS. Well sure, but there has got to be payment. 
Mr. BuzzELL. Correct, but the constituency served is different in 

these programs. 
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Mr. ROGERS. What I am concerned with is where does the expertise 
come from? Are you just going to stick them all in one oflSce together? 
Is that what you are doing? 

Mr. BuzzKLL. I am sorry, I didn't understand the question, Mr. 
Chairman. 

Mr. ROGERS. What I am trying to find out is will you have a person 
in the Office of Health Services Financing who is an expert from HMO? 

Mr. BuzzELL. Yes. 
Mr. ROGERS. One from Migrant Health? 
Mr. BuzzELL. Yes. This staff of e.xperts are currently residing in 

the six categorical programs that we are putting in here. 
Mr. ROGERS. So j-^ou are just pulling them together. 
Dr. EDWARDS. We are pulling them together. To develop some of 

the financing procedures and systems for one program is not a great 
deal different from another program, but nevertheless within the 
Office of, for instance, Health Services Financing there will be cate- 
gorical groups, but the overall Director of that Office will also be 
directing the overall health service financing of all of the categories 
under his jurisdiction. 

Mr. BuzzELL. These individuals bring both program experience 
and technical experience in their functional area to this office. 

Mr. ROGERS. What about organization development? The organi- 
zation for HMO, for instance, will be quite different from that of 
National Health Service Corps. 

Mr. BuzzELL. That is correct, but some of the management prob- 
lems from the National Health Service Corps or maternal and child 
health project are very similar, and again, these are individuals who 
have management organization kinds of capabilities, and also have 
program experience having worked in these programs before. I think 
it is important to point out that this organization really represents 
the staff from the programs that we had aligned separately before. 

Dr. EDWARDS. I think another important point to be made, Mr. 
Chairman, is that if we don't go this route, then the other alternative 
is to have this kind of organizational chart for each and every cate- 
gorical program we have in the Department of Health, Education, 
and welfare, and managerially it doesn't make sense. It doesn't make 
sense from the point of view that we do not have and cannot get that 
kind of capability. We have to begin to utilize our manpower resources 
so that the good people are being, at least to a degree, being utilized 
in more than one piogram. And I think to say we should have this 
kind or organizational chart for each and every program is just incon- 
sistent with good management. 

Mr. ROGERS. I don't know that you need it for every one to that 
extent, but from what I understand, you are keeping the same people 
but you have just regrouped them. So I don't know that we are gainmg 
a lot from it. 

Dr. EDWARDS. This limited group of people doesn't have to grow 
and grow, but they can contribute their expertise in some cases to 
more than one program. 

Mr. BUZZELL. That is right. Many of our people are in fact func- 
tional specialists, and I think that the opportunity for them to par- 
ticipate as a functional does foster their individual growth. 

Mr. ROY. Will the gentleman jdeld? 



49 

Mr. ROGERS. Yes. 
Mr. ROY. With the decentralization, isn't there also the very real 

possibility that instead of reduplicating this structure as you would 
with categorical programs, you will be reduplicating this structure at 
the regional level? Aren't we trading one reduplication for another? 

Dr. EDWARDS. First of all we haven't devised a definite plan for 
the regions yet. The point that we would make is that this organiza- 
tional plan in our judgment stands no its own merits regardless of 
what tne regoinal plan looks like. I think there is some reason to 
believe, or it makes some sense in the regions, to get at least partially 
away from everything being categorical. I think that this particular 
concept is good here and it is good in the regions. 

Mr. ROGERS. Of course I think that what we are concerned with 
is how we are going to trace and account for what happens. 

Dr. EDWARDS. YOU are going to get an accounting from that 
Assistant Bureau Director. We are placing him in the direct line 
management of this whole operation, and if you are having problems 
with a neighborhood health service program, it is obvioiis where you 
go. You go to the Assistant Bureau Director for Neighborhood Health 
Centers. He is the guj^ accountable to you and the Director and to 
our Office and the Secretary. 

Mr. ROGERS. But I am not sure if he is going to be able to break 
it out categorically. He maj' say, "I can onh- do something functional." 

Dr. EDWARDS. No, no. Not at all. He has the responsibihty for 
getting certain things done in Migrant Health or Neighborhood 
Health Centers and if he doesn't get it done he is held responsible 
for it. He also has people in these bo.xes that are going to be responduig 
to the particular program needs of his program. 

Mr. ROGERS. SO that still will be a categorization of the programs. 
Dr. EDWARDS. There will be all the categorization, Mr. Chairman, 

that you and the Congress need, because you will absolutely know 
where to go. If the results aren't there, then that is another issue. 
I mean if we are not producing what you want produced, that is 
another issue, but you won't have any problems m my judgment, 
nor will I have any problems. As the HEW head of Health, I won't 
have any problems finding out where I should go when you ask me 
certain questions about certain programs. 

Mr. ROY. Will the gentleman yield further? 
Mr. ROGERS. Yes. 
Mr. ROY. The Assistant Bureau Director reports to the Office of 

the Director of the Bureau of Community Health Services, who reports 
to you, Mr. Buzzell, as Director of Health Services Administration, 
and then you in turn report to Dr. Edwards. 

Mr. BUZZELL. That is correct. 
Mr. ROY. IS this really closer to the top. Dr. Edwards, than he was 

before? Now I confess I am not that familiar with the present organi- 
zation. 

Dr. EDWARDS. Bob, you might show him the old HSMHA chart. 
Mr. BUZZELL. We did have a Director, for example, for HMO, who 

in turn would report to an A.ssociate Director, and we had it located 
under the developmental cluster, who in turn reported to the Admin- 
istrator of his branch. This is the old HSMHA organizational struc- 
ture, and it only showed two major components, and as I indicated it 
does include, for example, the Center for Disease Control, and with 



that kind of responsibility in HMO, other programs were deprived, 
leadershipwise, through no fault of any individual. 

BuBEAU OF QuALrrr ASSURANCE 

UISSION 

Serves as the national focus for assuring accountability to health care consumers 
of the quality and costs of health care services. 

rUNCTIONS 

Facilitate and coordinates the quality assurance and utilization requirements 
of public financing programs, titles XVIII and XIX of the Social Security Act. 

Assures accountability to consumers by assisting providers, provider groups 
and health insurance programs to adopt improved quality and cost controls. 

Directs and coordinates the application of quality and cost controls in federally 
sponsored direct and grant-supported health services delivery programs. 

Develops and coor^nates ciata and data systems requirements for quality and 
cost control. 

Develops, tests, and evaluates improved methods and techniques of quality 
and cost control, including methods for ambulatory, long-term health care set- 
tings, and total community systems of care. 

Evaluates the impact of quality and cost controls on health status and health 
costs. 

Assists in the development, application, and evaluation of standards for health 
care provided under titles XVIII and XIX. 

Mr. BuzzELL. I have just two more charts. The Bureau of Quality 
Assurance represents in effect our first organized effort to provide a 
focus for assuring accountability to health care consumers of the 
quality and costs of health care services. The functions, very quickly, 
facilitate and coordinate the quality assurance and utilization require- 
ments of public financing programs. Titles XVIII and XIX assure 
accountability to consumers by assisting providers, provider groups, 
and health insurance programs to adopt improved quality and cost 
controls; directs and coordinates the application of quality and cost 
controls in federally sponsored direct and grant-supported health 
service delivery programs; develop and coordinate data systems re- 
quirements for quality and cost control; to develop tests and evaluate 
improved methods and techniques of quality and cost control; evaluate 
the impact of quality and cost control on health status and health 
costs; and finally assists in the development, application, and evalua- 
tion of standards for health care provided under titles XVIII and 
XIX. 

Mr. BuzzELL. This represents a major endeavor to be responsive to 
the policy, and responsive with providing Dr. Edwards with the 
kind of capacity he needs to carry out the policy role. Very quickly, 
this contains an Office of PSRO program policy, residing at the level 
of Dr. Bauer directly in the Office of Dr. Edwards. The Office of 
Provider Standards and Certification, Office of Program Operations, 
and finally, an Office of Program Appraisal and Data Planning. 

This office doesn't contain the necessary staff yet. We will be moving 
a small group from one of the HSMHA components from the medical 
care standards group into it, but it does not yet contain the level of 
staffing that we anticipate. As you know, we have a major set of 
initiatives in health care, a number of items very high on the priority 
list at this time. 
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Dr. EDWARDS. Mr. Chairman, it is important to recognize one of the 
most important things we are doing is the development of this Bureau. 
This Bureau is, if we move to a national health insurance scheme of 
some kind, and if the health establishment of the Federal Govern- 
ment is going to have some input into the quality of health care that 
is being rendered in hospitals and by physicians, we have ^ot to have 
some focal point where these standards, criteria, guidelines, what 
have you, are being developed and in our judgment this is the begin- 
ning of such an effort. This is the beginning of a group that is going to 
work to try to get more health input into the health issues that arise 
each day. 

We have three units that are involved in PSRO activities, one in the 
VHIF, the Social Securitj^ Administration; one handling medicaid, 
and one in this particular Bureau. Dr. Bauer directs these activities. 
We have established for Dr. Bauer an operating committee of which 
he is chairman. The head of the Bureau of Health Standards, and the 
Bureau of Medical Services or BMS, are also members of this operating 
committee. So we think we have given Dr. Bauer the overall position 
that he needs to run the PSRO program. 

Mr. ROGERS. Thank you. 
Dr. EDWARDS. Mr. Chairman, I would like now to have Bob Laur 

run very quickly through the Health Resources Administration which 
is the second unit. As you know, the other unit is the CDC which will 
be an independent agency under our reorganization. It does, after all, 
represent the preventive medicine aim of the HEW, and we felt that 
it deserved independent status in that role. 

Mr. LAUR. Thank you, Mr. Chairman. 
The Health Resources Administration is an attempt to group some 

activities that are already in existence in the prior Health Services 
and Mental Health Administration in a way in which community- 
level providers of health services, the Congress, the Department, and 
Dr. Edwards' oflEice, all will find, I think, a more useful arrangement. 
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This is a big order, to satisfy so many different groups. We have 
tried to eliminate what we felt were some problems in those programs 
that were in HSMHA which were trying to foster innovation and new 
approaches to tlie delivery of health services. 
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Mr. LAUR. The Resources Administration as is now created con- 
.sists of three major operating components, Mr. Chairman. One is the 
National Center for Health Statistics. A second is the Bureau of 
Health Services Research and Evaluation and third, the Bureau of 
Health Resources Development. 

There are a couple of administrative level boxes on the chart I 
would like to briefly touch on. One, labeled "Scientific and Technical 
Information." we are not really sure what that should be called, or 
how it should be described, but we are very certain of one thing, in 
that there has been an inadequate ability on the part of the organiza- 
tions that make up this organization to communicate with Congress, 
with people concerned with health policies, and with people trying to 
improve the delivery of health care. 

For example, we must fbid ways in which advances in the delivery 
of health care which are discovered or which become available in one 
part of the country can be more rapidly disseminated. 

Equally, we need to find ways in which tlie problems which exist 
in communities and States in the delivery of health care can be brought 
to the attention of those people responsible for Federal resources aimed 
at solving those problems. 

In short, we are hoping by some device—and it may not turn out 
to be an office at all; it may turn out to be other kinds of activities—to 
find ways to more readily and quickly understand what the problems 
of the country are and to communicate whatever knowledge, under- 
standing, or technical assistance or other resources the Federal Govern- 
ment has been able to develop which are aimed at improving the 
delivery of care. 
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Mr. LAUR. NOW this chart, Mr. Chairman, shows what we call 
phase 1 of the Health Resources Administration. It simply reflects 
the grouping of those programs which were moved into it when the 
Administration was created, specifically the National Center for 
Health Statistics, the Bureau of Health Services Research and 
Evaluation, and the Bureau of Health Resources Development. The 
National Center for Health Services Research and Development 
e-xisted before under the Health Services and Mental Health Adminis- 
tration. Added to it are the Emergency Medical Service Activities and 
the Regional Medical Program. 

In the Bureau of Health Resources Development are found the 
Bureau of Health Manpower Education, which formerly was located 
in the National Institutes of Health, the Comprehensive Health 
Planning Service and the Health Care Facility Service, the Hill-Burton 
program. 

Without taking you through all the details, unless you would, of 
course, like me to, these tliree Bureaus comprise the following kinds 
of resources. About 1,700 people are employed in them. The total 
financial resources represent $51.5 million, and some of the agencies 
activities will be carried out in the regional offices, utilizing some 600 
planned regional office positions. 

Mr. ROGERS. NOW what will they do in these regional offices? What 
decisions would be made there? 

Mr. LAUR. Some of the grant programs are in fact decentralized to 
the resrional offices for decisionmaking there. 

Equally, on some of the formula programs a monitoring of State 
plans and State activities is conducted by regional offices and in some 
instances the regional offices serve as the principal point for the pro- 
vision of technical assistance to communities wishing to improve their 
health manpower activities. 

Just very briefly, Mr. Chairman, I can show you what we think, in 
an administrative sense, the reorganization has provided in the Health 
Resources Administration. 
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Having worked in HSMHA for some time myself, I think I could 
express the view that the people working here are rather rare resources, 
precious resources. There aren't very many people who can help think 
through community and State and National problems associated with 
the delivery of health care. 

The deeply felt testimony the committee has heard this morning 
expresses the numerous values and approaches that have to be accom- 
modated when one tries to move the delivery of care, and there 
aren't too many people we have available to help think through 
those issues. 

In the former HSMHA administration, all of these various organi- 
zational units were involved in the provision of that kind of national 
leadership, not only within HSMHA and the National Center for 
Health Statistics but—all of whom reported to the Assistant Secretary 
for Health. 
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Mr. LAUH. SO we had two major Federal agencies and five different 
program directors and numerous division directors all involved in that 
attempt to use the scarce resources well. 

Under the reorganization, as you can see, we are now dealing 
with simply one agency and three major bureaus. We think 
that will provide a way to use scarce resources not only more intelli- 
gently but perhaps more expediently. 

Mr. ROGERS. Well now, do j'ou still have the same people involved? 
Did you simply group them in less numbers of boxes? 

Mr. LAUR. That is correct. The same people at the moment are 
simply working in HRA. 

Maybe this would be the appropriate time to spend just a moment 
on what we think might emerge in HRA. 

It doesn't change, of course, in the major components. Those three 
major bureaus stay the same, but as an example the National Center 
for Health Statistics is not a very exciting activity in the sense that 
dramatic health care is not rendered there. Lives are not immediately 
saved, but in terms of the concerns of this committee and many 
people working in the country to help improve care, it is very clear 
that we need a better information base from which to proceed. 

The discussion this morning about morbidity and mortality are 
but the surface of a much larger problem that has to do with how well 
do our various approaches to infant mortality really work, which 
systems produce the best results and under what conditions. 

So we are hoping that the National Center for Health Statistics 
will indeed become a national center, not just for vital statistics, 
births and deaths, but for the operation of the Nation's health system. 
What the status is of America's health is what we hope that system 
can assess. So we intend the functions of this Center to be some of 
the other key statistical and information processes now scattered 
throughout HEW. For example, the cooperative Federal, State, local 
statistics system, a really exciting departure to minimize the number 
of duplicating statistical systems around the country, the health 
manpower statistical series formerly carried out at NIH, and many 
other statistical services that we can envision there. 

Similarly, in the Bureau of Health Services Research and Evalua- 
tion there needs to be a focusing of the research activity of the country 
so we propose to add some additional functions, grouping them there, 
with the same people, Mr. Chairman, but we believe more carefully 
coordinated. 

Mr. ROGERS. May I interrupt now? I am sorry. 
There is a meeting of the full committee to begin at a quarter of 12. 

I think the members of the subcommittee will be required to attend 
that. 

If it would be convenient for you, Mr. Secretary, and for your 
associates—and I am sorry to interrupt you in the middle of your 
presentation—could we meet again at 2 o'clock this afternoon so we 
could complete the testimony oiHEW today, so that we can continue 
on schedule with our other witnesses tomorrow. Will that be conven- 
ient for the members? 

Mr. CARTER. Mr. Chairman, I would like to be here at that time, 
but as a partner in the Esch-Carter amendment to reduce the military 
budget and our troop commitment in Europe, reduce the budget by 
over $1 billion and do the very thing that some of the people have 
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talked about here, I am afraid I won't be able to be here. I will be on 
the floor of the House, but I trust that the people who have spoken so 
much about the bombing and so forth will be there to assist me in 
reducing this appropriation so we can use it in health. 

Thank you, Mr. Chairman. 
Mr. ROGERS. That sounds good. 
Mr. CARTER. YOU have read the amendment, I trust? 
Mr. ROGERS. Yes, I have. I know you will present it well. 
Under those conditions, the committee will stand adjourned until 2 

o'clock this afternoon. 
[Whereupon, at 11:50 a.m., the subcommittee recessed, to reconvene 

at 2 p.m., the same day.] 
AFTER   RECESS 

(The subcommittee reconvened at 2:30 p.m., Hon. Paul G. Rogers, 
chairman, presiding.] 

Mr. ROGERS. The subcommittee will come to order. 
We will continue our hearings on the oversight of the proposed 

reorganization of HEW. We were in the middle of a presentation by 
Dr. Laur when we recessed this morning. 

I am sorry to have interrupted you Mr. Laur. 
Mr. LAUR. I believe we really completed the major part of the 

presentation, Mr. Chairman. You will recall that the Health Resources 
Administration consists of three major bureaus: National Center for 
Health Statistics, Bureau of Health Services Research and Evaluation, 
and Bureau of Health Resources Development. 

Mr. ROGERS. What are the health services that you are concerned 
with? 

Mr. LAUR. This is an attempt within the limits of semantics, 
Mr. Chairman, to distinguish between the research that one would 
find at the National Institutes of Health basic medical research and 
biomedical research. It deals with the appropriation of health services, 
how they are organized, financed and arranged and made available to 
people who are sick or who are trying to avoid becoming ill. 

Mr. ROGERS. But it is only research? 
Mr. LAUR. This particular Bureau, we have called the Bureau of 

Health Services Research and Evaluation so it embraces that spectrum 
of activities. Perhaps it should be more appropriately labeled applied 
research. It is not fundamental social science research. 

It tries to discover solutions to problems that have emei^ed for 
which a solution is not readily apparent. It is the mission of that 
Bureau to try and see that that discovery is made widely available in 
America to whoever can take advantage of it and it is their mission to 
test whether or not what we thought was a good idea is, in fact, work- 
ing. So it covers that gamut form research to testing. 

Mr. ROGERS. Where the Community Mental Health Service pro- 
gram has been continued, where would that evaluation fall? 

Mr. LAUR. The Community Mental Health Center's activity is 
still within NIH. 

Dr. EDWARDS. But that would not be that mental health being 
part of the overall health establishment—^perhaps not as much as 
some of us would like to see it—but nevertheless some of the things 
should be evaluated and could very well be evaluated by this 
organization. 

Mr. ROGERS. But the actual administration of it would be where? 
Dr. EDWARDS. Oh, in the National Institute of Mental Health. 
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Mr. ROGERS. All right. 
Mr. LAUR. I believe, Mr. Chainnan, we do have a couple of charts 

that display some of the advantages we think we have obtained with 
this. 

Mr. ROGERS. I think there will be a couple more members here in 
just a minute. Would it be well to cover anything else? 

Dr. EDW.ARDS. I think it might be well for the chairman to see 
these two charts. 
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Mr. LATJR. These speak principally, Mr. Chairman, to administra- 
tive and managerial advantages because this was essentially an admin- 
istrative and managerial attempt to improve things. There are four 
major functional areas that engage the attention of the people who 
work in the Health Resources Administration. 

I spoke earlier to the attempt to develop a more effective National 
Health Statistics program. There is the research demonstration and 
evaluation function that we have just described. There is the function 
of developing health resources, manpower, organizational arrange- 
ments and ph} sical facilities and seeing that those resources are better 
allocated throughout America. That function and the manpower 
function being so critical, I have left as a separate item here. 

In the prior structure of HSMHA before the reorganization, each 
of these functions involved from four to six different programs within 
two Agencies, HSMHA and NIH. You can see in eacJh case now they 
are all within one agency, the Health Resources Administration and 
each of them is encapsulated within one of the major operating com- 
ponents, one of the bureaus, so we think just in the sheer mechanical 
arrangements of budget preparation and evaluation, internal manage- 
ment, we have simplified a great deal and made it possible to be more 
effective. 

This is simply another way of saying some of what I have said here. 
The reorganization, we think, does streamline  the  decisionmaking 
Erocess around these resource development activities and provides for 

etter coordination of them, and I would like to speak for just a mo- 
ment here to a concern which I know the committee has and that is 
decentralization. 

There are many ways to accomplish decentralization besides simply 
moving a program into a regional office. Even when one decides to 
give major decisionmaking authority to the regional offices for grants, 
as some of our programs are, there is a counter or a complementary 
necessitjy^ to strengthen the policy direction that originates in Washing- 
ton so tnat those regional offices clearly understand what it is they are 
to be carrying out under that decentralization authority. 

We think this reorganization has made it much more possible for 
the components of HRA to do just that, to give clearer direction to the 
regional offices in those programs that are decentralized. That has an 
advantage, I think, way beyond the regional offices, which is, if we 
can make it clear to the regional offices what wo are, perhaps the pubUc 
and physicians and hospitals and health departments can also under- 
stand more clearly what the program really intends and what it does 
not. 

We think that will simply be a crisper portrayal of what the policies 
and guidelines are. And finally, in reiteration, by bringing together the 
developmental programs in the Government for health manpower, the 
most important of all health resources, for facilities, and for organiza- 
tional planning, we think one can begin to develop a more related 
systematic approach. 

I think, Mr. Chairman, that concludes the chart presentation. 
Dr. EwARDS. Mr. Chairman, in our judgment, this Health Resources 

Administration, for the first time puts, mto a manegeable unit those 
Federal resources that are necessary to develop any Federal—I am 
not just talking about the executive branch, but for you and the 
Congress as well. 
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In other words the collecting of health statistics and the analysis 
thereof have some meaningful impact on the development of a health 
policy or strategy. I think the proof of the pudding is in the eating 
and whether we can pull it off, I don't know for sure, but I think 
first, we have the organization that will give us that kind of capability. 

Mr. ROGERS. Mr. Nelsen. 
Mr. NELSEN. I don't know that I have any specific questions but 

I want to refer to the hearing the other day in which we learned that 
we have about 400 commissions or committees set up by various 
agents of Congress with per diem and travel expense and the over- 
lapping of these various commissions is quite extensive. It would 
seem to me that if we are going to make revenue-sharing work, if 
we are going to get the best utilization of manpower, a reorganization 
in any agency of Government is certainly a step in the right direction. 

But I realize it is never easy to make those changes and I want 
to compliment those of you who are attempting to effect such a job 
in reviewing it with us and then hopefully to accomplish the goal that 
you set out to do. 

Mr. Chairman, I told you I would be here this morning for the 
meeting and we were detained in an airport in Minneapolis for an 
hour and one-half, mechanical trouble with the plane, but I under- 
stand I missed a pretty good political show. I hope that I can get a 
copy of the transcript of this morning because I may want equal time 
on a rebuttal and I can assure you I won't hesitate to do it. Thank 
you. 

Mr. ROGERS. You certainly may have a copy of the transcript and 
you certainly are entitled to a rebuttal and I may be entitled to a 
rebuttal myself because I din't say anything this morning either, 
but I may. 

Mr. NELSEN. Fair enough. I will accept the challenge. 
Mr. ROGERS. It is given. 
Mr. Roy. 
Mr. ROY. Thank you, Mr. Chairman. 
Reviewing the organizational structure and the objectives that 

you wish to achieve, it has been stated that the new organization must 
provide for the phaseout of major health service activities. What 
activities are you talking about? 

Dr. EDWARDS. Would you say that again? 
Mr. ROY. The new organization must provide for the phaseout of 

major health service activities. 
Dr. EDWARDS. NO, it doesn't do that. I think that again it is public 

information. We didn't try to hide it. We in essence said to the 
committee under Mr. Smith's direction and this management group 
that we pulled together that one of the charges is that they 
couldn't do this studj' in isolation. They had to recognize what the 
implications were of the President's budget. 

The fact of the matter is we haven't phased anything out. As a 
matter of fact, I would say without any fear of contradiction that this 
management plan or this organizational plan that we have here is 
just as appropriate with or without RMP's with or without Hill- 
Burton, or what have you. 

Certainly it wasn't our intention to have an organizational plan that 
represented any kind of a phaseout. 
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Mr. ROY. I think, Mr. Chairman, I will yield to you for any ques- 
tions you may have and with your permission, I would like to reserve a 
little time thereafter. I know we have some similar questions. 

Mr. ROGERS. Mr. Hastings? 
Mr. HASTINGS. Mr. Secretary, there have been allegations made, 

spoken I guess more than written, that, in fact, the reason for the re- 
organization is only to get rid of those programs that you have not 
been able to fund. I will make it perfectly clear that I was not and 
am not an originator or supporter of those statements, but since they 
have been made, 1 would like the reaction, precisely the argument 
that you have in opposition to those views. 

Dr. EDWARDS. I have a very real opposition to it. I think that any 
of us, you on this committee, others who have watched Government 
over the last 4, 5, 6 years, we won't have to be convinced that the 
former Health Services and Mental Health Administration was not 
accomplishing what it was supposed to accomplish. 

I have had in my position as head of FDA, an opportunity to look 
at it at a little distance, but yet fairly close enough that I could see some 
of the problems. So when I came on board, I went to Mr. Carlucci and 
Secretary Weinberger and said, "It won't work. We have got an or- 
ganizational structure that even Dr. Wilson had indicated was not a 
viable organizational structure." 

This came completely at my initiative. It had absolutely nothing 
to do with the phasing out of programs or anything else. It was purely 
an organizational management decision on my part and supported 
by the Secretary. 

Mr. HASTINGS. What is the time frame of the decision that set this 
in motion? 

Dr. EDWARDS. I can't give you the exact dates; but it was in Decem- 
ber when I first talked to Mr. Weinberger about my current position. 
I brought this particular issue up and made it a formal proposal. 
Shortly after, I went over on a part-time basis in January and he, 
at that time, gave me the go-ahead and I think it was in February 
that we asked Mr. Smith to put together a team with appropriate 
representation. 

How large was the team—six people from the various agencies, 
and it was over the next 2 months that they put together and we 
presented to the Secretary the initial skeleton of our proposed re- 
organization. 

Mr. HASTINGS. Without serious objection from the Congress, 
when will this reorganization go into effect? 

Dr. EDWARDS. The first phases of it went into effect on July 1. I had 
personally talked to a few people including the Chairman, about it. 
By the time this becomes a fait accompli, in other words, you were 
talking about 27,000 to 30,000 people. We are talking about a budget 
of $2 billion. A reorganization like this, as you well know, is a very 
complex, complicated undertaking. 

Job descriptions have to be written for all of the key people in this 
organization, and so forth. So the initial laying out or the initial dis- 
cussion of the general layout has already been accomplished. We are 
now beginning to work and will continue over the next few months. 
It will probably be the first of the year before all of these things are 
put into place. 



Mr. HASTINGS. I have no further questions. Just one comment. It 
seems to rae that so often when this subcommittee sits down to write 
legislation, we talk about reorganization, moving an agenoj- in or 
out of where they presently are, for the reasons it has not effectively 
worked as the legislation put in place intended it to work, so I would 
hope that the subcommittee would not just take any overall opposition 
to any reorganization without looking very, very carefully into the 
intent and that is hopefvdly delivering health care. 

Mr. ROY. Mr. Chairman, may I ask one question at this point? 
Mr. ROGERS. Yes. 
Mr. ROY. Your reply to Mr. Hastings' statement is a little bit 

different than what I would read into a February 20 memo which 
goes to Mr. Smith from you, Dr. Edwards, stating, "The adminis- 
tration has made a number of polic}^ decisions on direction of Federal 
programs for health services which will have a major impact on 
nealth services and mental health administration and its organi- 
zational structure. 

"Accordingly, Secretary Weinberger has asked my office to under- 
take a broacl review of HSMHA's programs and organization and 
tlieir interrelationships with the other health agencies. We are to 
submit to him, within a period of 2 months, an organizational plan 
which will, first, reflect recent and projected changes in the programs 
administered by HSMHA, and, second, be designed to help achieve 
the Department's goals in the field of health services with maximum 
management  effectiveness   and  efficiency." 

I don't know whether you see any conflict in that in your answer, 
but at least this saj's Secretary Weinberger requested you to reorga- 
nize the Department. 

Dr. EDWARDS. He requested me at my request. 
Mr. ROY. And No. 2, it says these are to reflect recent and projected 

changes in the programs administered by HSMHA, and what I have 
been objecting to, and I think others in the Congress have been 
objecting to, is the fact that these decisions appear to have been made 
imilaterally by the administration and this is indeed a de facto going 
forward without legislative direction. 

Dr. EDWARDS. NO, not at all. 
As I stated earlier, in putting together this organizational frame- 

work, we had to be sure that they were organized in a way so if the 
administration's budget did go through the dropping of a program, 
it wouldn't, for ajl practical purposes, destroy the continuity of a 
particular bureau or agency. 

As I say, I feel, Avithout any reservations, that this organizational 
plan was structured to handle the programs that we currently have 
and that is no phase out. I think the current organizational structure 
would also be as effective if we did pliase some of these programs out, 
but it certainly was not put together mth the idea in nund that these 
programs would mth certainty be phased out. 

Mr. ROY. Mr. Chairman, I would like to ask unanimous consent 
to put this memo in the record, if I may. I still read it somewhat 
different!}"- than your response to Mr. Hastings' question. The No. 1 
purpose being to reflect recent and projected changes in the programs 
administered. 

Dr. EDWARDS. I can give you the background of the issue, Congress- 
man, and I think Secretary' Weinberger would confirm that tliis was 

25-723—74 B 
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instigated solely by me and that memo, regardless of how you in- 
terpret it, was intended to suggest or request me to move aheatl with 
mj^ plan to develop the reorganization, but in the process not to lose 
sight of the fact that the administration was proposing some significant 
budget changes, program changes. 

Mr. ROY. Thank you, Mr. Chairman. 
Mr. ROGERS. Without objection, it may be made a part of the 

record. 
[The document referred to follows rj 

DEPARTMENT OF HEALTH, EDTJCATION, AND WELFARE, 
February 20, 197S. 

To: Mr. David Smith, FDA. 
From: Charles C. Edwards, M.D. 
Subject: Review of HSMHA's Program and Organization. 

The Administration has made a number of policy decisions on the direction of 
Federal programs for health services which will have a major impact on the 
Health Services and Mental Health Administration and its organizational struc- 
ture. Accordingly, Secretary Weinberger has asked my office to undertake a broad 
review of liSMIIA's programs and organization and their intcrrelationsliips with 
the other health agencies. We are to submit to him, within a period of two months, 
an organizational plan which will (1) reflect recent and projected changes in the 
programs administered by HSMHA, and ^2) be designed to help achieve the 
Dcpart.ment'8 goals in the field of health services with maximum management 
effectiveness and efficiency. 

I am asking you to be project leader for this review. You will have the assistance 
of full-time staff drawn from the health agencies, my office, and the Office of the 
Secretarj'. Maximum effort should be made to achieve as broad participation as 
possible by the major program operators through interviews. 

The target date for completion of the review is April l.'i. Your assistance and 
that of your colleagues on this important undertaking is very much appreciated. 

Mr. ROGERS. I have gone over this report entitled, "Review of 
Programs and the Organization of Health Services and Mental Health 
Administration," which is prepared for the Assistant Secretary of 
Health and dated April 5, 1973. Without objection the report will be 
printed in full as an appendix to this hearing. [See p. 203.] 

I am just concerned about some of the statements in here. I don't 
know the full significance. For instance, NIMH is divested of its 
responsibilities to finance the operation of community mental health 
centers and other mental health training and services begin to assume 
the characteristics of NIH. 

Then major health program \vill be terminated by the end of fiscal 
Jrear 1974. Support for mental health centers, alcohol abuse centei-s, 
ong-term training will be gradually phased out beginning in fiscal 

year 1974. Project grant support for maternal and child health service 
will be replaced by fonnula grant fimding. 

The Bureau of Health Manpower and Education btidget calls for the 
termination of categorical support in allied and public health and for 
schools of nursing, veterinary medicine and so forth. I would hope 
that these are assurances you are giving me and the committee that 
the reorganization is not really to carry out what is stated in that 
report, which, in effect, would negate the action that Congress has 
taken and that the President has approved in these particular 
categories. 

Dr. EDWARDS. I can give you complete assurance, Mr. Chairman, 
that it isn't. However, if you would so desire, I would have Mr. 
Smith, who headed the study, speak to this point. He is responsible 
for writing the report. 
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Mr. Smith, do you want to speak? 
Mr. ROGERS. Sir. Smith, identify yourself for the record, please. 
Mr. SMITH. I am David Smith, Food and Drug Administration. 
You must keep in mind now the chronologj^ of when the study was 

\indertaken. The memo that Dr. Roy has read was dated, I believe, 
Febriaary 20. This was, in fact, even prior to Dr. Edwards' appoint- 
ment confirmation in his present position. The President's budget had 
been deUvered. 

Hearings were just beginning to take place. It was, I think, common 
Sublic knowledge, reported certainly in the Wall Street Journal and 

few York Times, the popular press, and other publications, that 
certain programs were, in fact, planned for phaseout. 

In writing a report such as this, we felt it was critical to establisfi 
the basis that the analvses were performed, the .situation at the time 
we conducted our analyses. You will also note that the report was 
delivered—I believe the date on that document is the 5th of April, 
which was prior to any subsequent congressional action on the Health 
Services program, so at the time the study was conducted this was 
the apparent direction of not only programs in the Health Ser^^ces 
and Mental Health Administration, but the National Institute of 
Health as well. 

So it was on the basis of the situation at the time that the.se, in 
fact, were, at least according to our study group, statements that 
certainly the reorganization must take cognizance of if these programs 
were going to be terminated as proposed in the President's budget. 

Certainly u reorganization must provide for that. But again, as Dr. 
Edwards says, the reorganization is just as valid even though this 
program is continued. 

Mr. HASTINGS. Mr. Chairman, could I a.sk a question? 
Mr. ROGERS. Surelv. 
Mr. HASTINGS. Will you tell me is this reorganization plan then 

flexible enough to accommodate any changes that this Congress does, 
in fact, make? 

Mr. SMITH. Yes, sir. I think it definitely is flexible. Although a 
functional alinement in tenns of managing different asi)ects of the 
program is assumed, it does not in any way do away with categorical 
prf)grams, but hopefully eliminates some of the duplication that we 
saw in functional areas from program to program to program. 

Dr. EDWARDS. I think this reorganization takes exactly that par- 
ticular issue into account. One of the problems when you assume just 
a categorical approach, a program suffers from the whims of the 
Congress and the executive branch and so forth in terms of its ups an 
downs, with respect to the funding and resource allocation. 

At least to a degree, going the functional line, we keep a certain 
re.source stability that you don't have with merely a categorical ap- 
f)roach to each and everj' program. Where each and every program has 
ts own separate resources, they never communicate with each other. 

If a program then suffers some of the problems that can happen to 
Frograms, and you know some of them, then major problems ensue, 

think this kind of an organizational arrangement gives us a stability 
that we didn't have before. 

Mr. HASTINGS. On a couple of specifics, for example, take migrant 
health or CHP, where they might wind up in this reorganization 
suggested here doesn't necessarily increase or decrease them in im- 
portance as they are today. 



Dr. EDWARDS. Absolutely not. We have very high visibility for all 
of thom. 

The identity, in order to get a response to program inquiries is 
there. The functional approach conies at a level below that, and even 
under that arrangement, there will be categorical kinds of organiza- 
tion within the functional categories. But, at least it will give certain 
management flexibility that does not exist under the strictly categor- 
ical approach. 

I don't think I, as the head of the health establishment, shoidd 
tell my managciN exactly how they ought to be utilizing their resources. 
1 can tell them what theii- responsibilities are, but I have to allow 
them some flexibility in terms of how they utilize and carry out these 
responsibilities, and I think that that same principal in a sen.se ap- 
applies to t'ongress. 

I think if we don't do the job, then yon get rid of the Assistant 
Secretary ((jr Health and a few others; but agam, we can't get down to 
the nitty-gritty of the day-to-daj- operations of these umts. That is 
my manixgement philosophy. 

Mr. RooEKS. Mr. Smith, may I ask you, did your panel go over 
the laws? Did you consider the intent of the Congress and the laws 
of the land when you jjroposed the reorganization? 

Mr. SMITH. Yes. Mr. Chairman, we did. In fact, the General 
Counsel of the Department reviewed the recommendations with 
regard to the intent of the Congioss as well as the statement of the 
enabling legislation. 

Mr. ROGERS. Did 3-ou consult with any members of staff of the 
Congress? 

Mr. SMITH. NO, sir. 
Mr. ROGERS. Did you consult with any affected groups. 
Mr. SMITH. NO, SU-. 
Mr. ROGERS. It was just strictly within  
Mr. SMITH. In the Department. 
Mr. ROGERS. In the Department? 
Dr. EDWARDS. I think in retrospect, Mr. Chairmim—not that I 

think it would have changed our opinion pai-ticularly—but I tlunk 
we should have gone on record as having consulted other groups. 
As you remember, it was totally informal, I consulted with you on 
several occasions in a very general way, not that you had any pres- 
entations like this, but we talked general principals. 

I talked general principals with a number of people, and God 
forbid for any other reoiganizations that I ever get involved in—you 
know you learn by living—I would have a little bit more direct 
input. 

Mr. ROGERS. There would be, as I understand it, 960 people working 
in the office of the Assistant Secretary. Is that correct? 

Dr. EDWARDS. That is approximately correct. 
Mr. ROGERS. HOW does this compare with prior activity and prior 

manpower? 
Dr. EDWARDS. It is considerably more, Mr. Chairman, but I think 

that is also indicative of why the office of the Assistant Secretarj' for 
Health has never been very effective. It is one thing for a Secretary 
or President to say you have line responsibility over certain organiza- 
tions. It is another thing to carry out that line responsibility. 
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For instance, it is totally impossible for the Assistant Secretary to 
play a significant role in the development of the budget each year 
witho^it a budget staff of his own that can look at the agency's budget 
in a more or less objective frame of mind. 

I know when I was the Commissioner of the Food and Drug Ad- 
ministration, I can assure you that I did not objectively look at the 
HEW budget. I was interested in FDA's budget. I think that in 
view of the fact that we are likely to be living, at least for the foresee- 
able future, during times when budgets are going to have some restric- 
tions placed on them, it is absolutely es.sential that there be an A.s- 
sistant Secretary for Health or a Health Administrator, whatever you 
Want to call him, who does coordinate budget, personnel, and the 
overall health policy development. 

Mr. ROGERS. SO you will have your own budget capability, then, 
and all of the constituent agencies must clear their budgets through 
you rather than through the Comptroller of the Department? 

Dr. EDWARDS. And we will be dealing directly with the Comptroller. 
Mr. ROGERS. AS a lump budget rather than constitiient parties? 
Dr. EDWARDS. We will have to break ovn- budget down to the Comp- 

troller. If I may say so, I think that, for instance, recognizing the 
parameters of the President's 1974 proposed biulget, that while the 
total amounts wouldn't have changed, I thinlc that if there had been a 
strong "H" input, some of the allocations might have been different. 

Mr. ROGERS. I agree with you. I think you need a budget contrtd 
because they have turned it over to the Comptroller of the Depart- 
ment, and he put the need of other constituencies in the Dcpartniont 
above health. 

Dr. EDWARDS. I would certainly want to emphasize for the recx)rd 
too that in my judgment, Mr. Cardwell is probably one of the more 
able comptrollers in the Federal Government and I don't mean in any 
way to cast any aspersions on his capabilities, but I just think that—~ 

Mr. ROGERS. You need—— 
Dr. EDWARDS. You have got to have somebody look at the total 

health bvidget as a whole and not in its individual pieces. 
Mr. ROGERS. Yes, I think that is true. ' 
Now, how does this build-up of tlie Assistant Secretarv's office square 

with decentralization? 
Dr. EDWARDS. Well, again, we haven't decided exactly how we are 

going to decentralize and even to what degree. First of all, it changes 
the reporting relationship of the Regional Health Administrators. Thoy 
used to report to the Duector of HSMHA and now they report to the 
Assistant Secretary- for Health and wo have established in my ofFico, 
not unlike what we did at FDA, a key person in my oflTico who coor- 
vlinates what is goiiig on here in Washington in the health policy area 
with what is going on in the field under my direct suijcrvision. 

So I think, in other words, we are looking at the role of the regions 
in light of the total health effort and not juBb as it relates to one 
agency. 

Mr. ROGERS. 1 hope national programs will not he so splintered 
through regionalization that it will be diflicult for us to know wliat is 
going on and proper decisions to be made. 

Dr. EDWARDS. I don't think, Mr. Chairman, tliere is going to be 
that splintering. I think there are certain logical rcsijonsibilities that 
con be-^this doesn't mean by any stretoli of the inuiginatioji, that 
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total proeT'ini responsibility is going to be pushed out to the region 
b\it, on the other hand, there are certain contract grant monitoring 
functions, and so forth, that can probably be done better in the region, 
if we can get the staff, than by a group here in Washington. But in 
no way are we delegating that policymaking, per se, nor are we sug- 
gesting that we are going to give up the overall direction in these 
programs to each and everj' one of the 10 regional offices. It just isn't 
going to happen. 

Mr. ROGERS. HOW will your office relate to medicare and medicaid? 
Dr. EDWARDS. That is in the process, of course, of being—the exact 

way is still not up for grabs but it is being looked at ver}"^ seriously. 
I tiiink ever\'body recognizes that heretofore the Assistant Secretary 
for Health has not had as much of an input hito the health issues that 
go into medicare and medicaid as perhaps should be the case. One of 
the reasons he ha.sn't, very frankly there are a nujnber of reasons, 
is that he hasn't had his own capability of getting his input. I think 
the Secretary is complet<>ly convinced that this has to come about 
prior to the time we get a national health insurance where we are not 
going to have medicare and medicaid bvit a total blanket financing 
plan. We are setting up in our office right now a major position directly 
imder me in which this particular vndi\adual is going to have control 
over policy development, evaluation, and also the relationships or 
interactions with SSA, MSA, and SRS. As you know, the committee 
that looked at the HSMHA operation and developed the reorganiza- 
tions plans recommended that Bill and MSA be transferred to "H." 
My own personal knowledge was that maybe that might have to 
happen at some time but there should be something short of a direct 
physical transfer of these people. In other words, I still think there is 
nobody who writes checks quite like the SvSA writes checks and I 
think we are hopeful that this can be done bj- a more aggressive and 
formalized way of getting our input into the equation. 

Mr. ROGERS. In other words, that ynW allow you some program and 
policy decisions, although the money could be raised and expended 
the same way? 

Dr. EDWARDS. That is right. 
Mr. ROGERS. And also I presume where regulations would be issued, 

you woidd have approval of those concerning progi'am and activity. 
Dr. EDWARDS. That is exactly correct. No SSA program regulations 

that involve health can be promulgated until they were approved 
by and had the input—and I think this is improving. Right now the 
regulations that are the interim and the long-term regulations on 
the regional dialysis programs, "H" has had the lead responsibility 
in the development of these. 

Mr. ROGERS. Well, I think most of the members on this committee 
feel very strongly that you as the chief health officer should have a 
major say-so in these decisions, and certainly in promulgating reso- 
lutions having to do with medicare and medicaid. 

Dr. EDWARDS. I feel strongly about that, likewise. 
Mr. ROGERS. It is encouraging that such an attitude is developing. 
Now, what will your role be m developing the national health 

insurance plan that the administration says they will submit? Are 
you having a major input into that? 

Dr. EDWARDS. Yes. Of course, the organizational responsibility for 
this has been given to the planning people prior to my joining the 
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establishment and they still have the responsibility for formulating 
the final plan. I think that under normal circumstances we should 
probably have been given that responsibility, but I think things being 
as thej^ were at the time, it was appropriate that this responsibility 
was given to them. Since then, however, we have played a very 
important role and one of the key recommendations the Secretary is 
considering is a recommendation that was developed by the health 
group at HEW. 

So when I think that some of the responsibilities that I would 
normally consider as the health group's responsibility at HEW prob- 
ably have been assumed more via the legislation route. The Assistant 
Secretary for Health didn't have the capabilities in his office to do 
some of these things. 

Mr. ROGERS. NOW, in some of these charts it seems the same sub- 
ject is covered in places like iu the Office of the Assistant Secretary 
a.s well as in the agencies. For example, are functions concerning 
PSRO, nursing homes, family planning, and population dupUcated 
at the various levels? How do they operate and why is it necessary to 
dupUcate them? 

Dr. EDWAIIDS. Most of these, particularly in PSRO and family 
planning, were mandated by the Congress. It was made very clear in 
rSRO that the direction of the PSRO program should come from the 
Secretary and be delegated to the Assistant Secretary for Health. This 
we have done. I think if Dr. Bauer and our office are as successful as I 
hope we are in the development of this program, that 2 or 3 years 
from today, or 4 years from today, our success will be measured by 
the fact that we can do away with it and push it down to the Bureau 
where it probably should have been at the beginning. At this time it 
is being managed and directed by Dr. Bauer, but again that is because 
Congress wanted it that way, not that I would have put it that way 
from a management point of view. I might have, but it wasn't our 
idea necessarily. Tlais is also true with family planning. I believe I am 
correct in that the Congress mandated a position of Deputy Assistant 
Secretary of Health for Family Planning, namely, in the person of 
Dr. Hellman, who coordinates the family planning activities of the 
various organizations in NIH and now the Health Services 
Administration. 

The nursing home function was established by Secretary Richardson 
in an effort to try to get some coordination with SSA and SRS in 
terms of nursing home regulations. 

Mr. ROGERS. But if you have it in your office, although it is true 
that Congress thought it should be placed there, why should it be 
duplicated by an agency down below? 

Dr. EDWARDS. Mainly because I see our office, particularly in 
nursing homes and family planning functions, merely as a coordinating 
unit, not in developing programs or anything else, but being sure in 
a coordinating role that the agencies involved were working together 
and that the appropriate groups were having an appropriate input 
into the final product. 

Mr. ROGERS. What about health manpower strate^^ that you talked 
about last week? Would that be written by your OJEfice of Planning 
or the Health Resources Administration? 

Dr. EDWARDS. It would have an input—it should have an input, 
a very major input from several areas. It should have a major input 
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in the health manpower ^oup and their inteTIisenre gathering unit. 
We need a major input from NIH. We probably need a major inpnt 
from the CDC. I think there are a number of people that have to 
have some input into a manpower strategy. 

Mr. Ror.KRS. Is this being done now? 
Dr. EDWARDS. All of this information has either been gathered or 

is in the final phases of being gathered, and I would hope—I won't 
go so far as to say we have the final answer in terms of a long-range 
strategj', but we will have some very specific recommendations to 
make to you and this committee in the early fall, at least as an interim 
position. 

Mr. ROGERS. HOW does your office relate to the Assistant Secretarj'- 
for Planning and the Assistant Secretary for Legislation? There are 
two offices in the Department, one for planning and one for legislation. 
How does your office, which has comparable rank, relate to those? 

Dr. EDWARDS. AS a matter of fact, our office has a different kind 
of rank. We are an office with line responsibility. The^' are staffed 
through the Secretary. For instance, the Office of Planning and 
Evaluation ideally, has a responsibility to evaluate for the Secretarj' 
any major plans that wo in the health establishment submit to the 
Secretary for his approval. They have a responsibility to evaluate 
our planning efforts in the health establishment, in our supervision 
of the agency's planning efforts. So they do have a big role and it is 
ft very important role. 

In the field of legislation, we obviously have to have some day-to- 
day capabilities in the legislative field, but Mr. KurZman, for the 
Secretary, has to coordinate all the Department's legislative efforts 
and of course, we have a very close working relationshm with Dr. 
Zapp, and I suspect he is as much a member of our staff as he is a 
member of Mr. Kurzman's. I don't know if Mr. Kurzmnn would agree 
with me on that. 

Mr. ROGERS. Well, do you have youi* own legislative capability 
in your office, or are you developing it? 

Dr. EDWARDS. We are developing a group that Works with Dr. Zapp 
in terms of—for instance, when Mr. Kuraman's bffice indicates that 
they want testimony developed for a particular hearing, they transmit 
that information to us. We let the particular agency involved know 
that we want testimony prepared on a particular issue. We are given 
that testimony, we review it along with Dr. Zapp and his staff, and 
ultimately it comes out as the Department's testimony. 

Mr. ROGERS. Can you develop your own legislative initiatives, or 
tnust they be initiated by the Assistant Secretary for Legislation 
office? 

Dr. EDWARDS. NO. Any legislative^ initiatives that we would develop 
would obviously have to be approved by the Secretarv", and I doubt 
the Secretary would approve them Without at least a consultation 
with the Assistant Secretaiy for Legislation. 

Mr. ROGERS. I understand that, bat what I ani asking is caA yoa 
initiate proposals? 

Dr. EDWARDS. Oh, absolutely. 
Mr. ROGERS. Do yoti have that capability in your office or arc you 

building it? • 
Dr. EDWARDS. Well, we have it. First of all. we have that capability 

in the agencies, and we are developing a capability to work with thtra 
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his group, 3'es. 

Mr. ROGERS. But the presentation would still be made by the 
Office of the Assistant Secretary for Legislation and not directly by 
your people? Is that what you are telling me? 

Dr. EDWARDS. Well, I think once we make the proposal on a piece 
of legislation then there would be a number of people that would get 
into the act. The phuining people would get into the "act, Dr. Zapp 
and his group would get into the act, the Comptroller's Office would, 
obviously have to bet into the act in terms of the overall cost of what 
we were proposing. 

Mr. ROGERS. I know about the Office of Management Qnd Budget. 
You don't have to tell me about that. 

Dr. EDWARD.S. But at any rate, it becomes a Department strategy 
and other people get involved in it. 

Mr. ROGERS. Well, in other words, it is not so much that you are 
developing your own legislative capabilit3^ That still will remain in 
the Assistant Secretary for Legislation, I presume. 

Dr. EDWARDS. Well, yes and no. I think we in the health field havei 
done a pretty poor job in some areas in developing innovative new 
programs from a legislative point of view. 

Mr. ROGERS. That is wh^-1 was asking. ^.^ -,^^ ,^ 
Dr. EDWARDS. We have done some, and I think we have to do a lot 

better job of that, and I don't think Dr. Zapp would have any prob- 
lems with this in his office. Would you? I mean I think it is up to tlie 
agencies and our office to develop new ideas and new thoughts on this. 

Mr. ROGERS. DO you concur m that, Dr. Zajjp? _    ,, 
Dr. ZAPP. Yes. I think one of the problems I have seen many times 

is finding the legislative development and development of the budget 
all on the same cycle because after awhile you don't know which is the 
tail that is really wagging the dog. I think more problems have come 
about as a result of not having the three coordinated rather than who 
develops them, because ultimately' you are going to have most of the 
same key people. 

Mr. ROGERS. But if the Assistant Secretary of Health now has a 
capability for budgreting, I would presume he would develop a com- 
parable capabiUt}' for legislation, so that it could be coordinated, as you 
suggest. 

Dr. ZAPP. Yes, because legislative proposals have to be very closely 
linked to the budget and if you have a good legislative proposal that 
you develop 6 weeks after the budget comes out, it really has to be 
something that will get through a supplemental request or it waits 
until the next fiscal year. 

Mr. ROGERS. Thank you. Any other questions? 
, Mr. NELSEN. Yes, I have a couple. 
In the plan of reorganization, is it the feeling that tlie costs will be 

lowered or is it really a better deliver^' of serWce that you are planning 
on? Do vou feel there would be a dollar sanngs? 

Dr. I!DW.\RDS. I think the reorganization isn't predicated on any 
dollar savings however, I think it \vill affect some dollar sanngs. I 
think we have ehminated some overhead e.xpenscs but anj' sizable 
dollar siivings will not be made because v^e are going to have to pick 
up some of that talent in our office. 
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Mr. NELSEN. This will mean, more or less, the number of people, 
bureaucrats, shall we say, here in Washington will be increased, will 
it not, but this generally is because of the details of the reorganization, 
as T understood your previous answer. 

Dr. EDWARDS. I think the personnel numbers will remain fairly 
steady. There certainly are no nntioipated major cuts in personnel 
other than those that already were established with the budget. 

Mr. NELSEN. NOW, dealing with health insurance, jy^ou have touched 
on that and you are assuming, of course, there will be some responsi- 
bility for your agency to gear up to the national health insurance. I 
was out in Minnesota speaking at a committee of the mental health 
organization and one of the complaints was that for persons who 
might be recei\ang treatment at a center the assistance that could be 
given there under Federal programs was so minimal and not com- 
parable tc' what might be given in a hospital for other care. 

Is there any plan in the future to accommodate this problem? 
Mr. LAUR. I think we might need to ask a clarifying question. 
Mr. NELSEN. Yes, for example, if a person, one person may be going 

to a hospital for medical care and, of course, under a Federal program, 
there may be assistance for them in some instances, but that same 
person might be going to a community mental health center for 
treatment of some kind and they get nothing and I wondered if this 
had ever been discussed. 

Mr. LAUR. Mr. Nelsen, I believe that is one of the primary reasons 
the Secretary, and Dr. Edwards, want to reorganize. One of the 
questions we considered in reorganizing was how can we assure that 
the various Federal programs that are enacted, whether they are cate- 
gorical or not, will take advantage of things such as national health 
msurance if and when enacted. We want to insure that mental health 
centers, neighborhood health centers, family health centers, migrant 
health activities all are conducted in a way which makes it pos,sible 
for them to be the beneficiary of whatever funding mechanisms 
become available. 

As you have pointed out, that is not the case now and people are 
at a disadvantage as a result. 

Mr. NELSEN. Yes. In our review of the extension of the Public 
Health Service Act, we foimd some areas where we felt RMP was 
working and some felt the comprehensive health planning was work- 
ing. Much of the testimony indicated a bit of a contest in many areas 
and now, under this plan, would the two programs be tailored together 
so we could avoid the duplication, avoid the conflict of deliverj^? 

This is something, of course, we need to consider when we consider 
extension, looking to the future, and would this be accommodated 
under your plan? 

Dr. EDWARDS. This is certainly an option I think we have to look 
at. The chairman and I have talked some about this. Our concern 
is, how can we make our initiative more responsive to the overall 
health objective? I saj^ ours; yours and ours. I think you pointed out 
very appropriately that some of the RMP programs had relevance 
and some didn't, and what we are trying to do—and as you as a com- 
mittee have said over the next year, you are going to look at these 
programs and try to develop more relevant programs. 
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Certainly, one of the things that could be done is how could they 
work better with such programs as the comprehensive planning and 
80 forth. 

Mr. NELSEN. The other day, we referred to the total dollar figure. 
I didn't mark it down. Dr. Zapp, what was that? 

Dr. ZAPP. For HEW? 
Mr. NELSEN. Yes. 
Dr. ZAPP. I think we were talking in excess of $90 billion, I think, 

discussing how much of that was controllable and how much was 
uncontrollable. Eight percent of the budget of the Departnicnt is 
uncontrollable. By that I mean it is totally nondiscretionary, not 
affected by budget grants. 

Mr. NELSEN. This means about 12 percent of the moneys available 
can be used for the progiams we have been discussing? 

Dr. ZAPP. Right. 
Mr. NELSEN. Now, then, the Congress of the United States, quite 

often authorizes some pretty powerful figures and maybe the appro- 
priation doesn't measure up to our authorization. What percentage of 
the moneys appropriated is presently held up by 0MB and have we 
appropriated m keeping with our authorization? 

Dr. EDWARDS. I would have to supply that for the record. I thought 
maybe someone from the Comptroller's office was here who could give 
us those figures. 

[The following information was received for the record:] 

HKAI/TB   AUTUORIZATION   AND   APPROPRIATION   LEVELS, FY   1973  AND   FY   1974 

FY 197.3 Funds Withheld From Obligation 

Following are the answers to Congressman Nelsen's questions concorning 
authorizations vs. appropriations, and appropriated monies held up by 0MB. 

In FY 1973, Congressional authorizations for health in substantive legislation 
were $4,267,000,000 and the maximum amount applicable to these authorizations 
available under Continuing Resolution was $1,316,786,000 for an authorization/ 
appropriation level of 30 percent. In FY 1974, the authorizations in health 
legislation were $."),281,600,000 and the appropriations against this authorization 
level were $1,841,989,000 with a resulting authorization/appropriation of 34 
percent. 

All FY 1973 funds available under Continuing Resolution that had been 
withheld from obligation were released December 19, 1973. In FY 1974, HEW 
has no plan nor intent to withhold any of the funds available in the 1974 Labor- 
IlEW Appropriations Bill over the maximum of 5 percent allowed by Title I. 

Mr. NELSEN. I think it is kind of nice to know because it is easy to 
authorize large aiuouuts but sometimes the appropriation isn't there 
to do what we may criticize in agency for not doing, I believe if we 
expect an agency to follow authorization lines then we should api)ro- 
priate so the}' may do it, and so that problem falls on our shoulders 
and it isn't always casj-. I want to complhnent all of you for being 
here. 

Sometimes I wonder why anybody wants to be in the Government. 
I have been there myself in an administrative way and it isn't always 
easy, but I want to say thank you to all of you for your appearance 
here today and wish you well in your endeavors. 

Thank you. 
Mr. ROGERS. I might say that the Secretary has submitted a state- 

ment to the chairman of the full committee sa^ang that $1.1 billion of 
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appropriated fiiuds luivo not been spent iu the 1973 fiacal year—$1.1 
billion. 

Dr. EDWARDS. Yes, which roprosonts in a sense the difference be- 
tween the continuing resolution and the Piesident'.s budget. 

Mr. NELSEX. 1 could have used that for our Minnesota medical 
school. 

Dr. EDWAKDS. I think, as the chainnan knows, the Secretory feels 
quite strongl.v that this $1.1 billion has been rather badly distorted. 
1 mean, the reason for this being there, and he is very anxious, as you 
know, to have a conference with you on it and further discuss it. 

Mr. RoGEHs. Those arc his figures, 30U know. 
Dr. EDWARDS. And they are accurate figures to the extent they do 

represent the difference between the continuing resolution and the 
President's—again, this isn't a health issue. It is far bigger than health. 
It really lepresents, as jou well know, the President's authority to 
hold down spending and that is over my head. 

Mr. ROGERS. WO won't get into a discussion of that because the 
courts arc deciding that. 

Dr. EDWARDS. That is right. 
Mr. NELSEN. Mr. Chairman, I wondered many times if revenue 

sharing—which is an attractive idea—would take the place of dollars 
that have been withdrawn in some categorical area;?. It would seem 
to me that we, as Members of Congress, should be giving considera- 
tion to what programs are Ix'ing phased out and then giving States 
and localities the choice of picking it up with revenue-sharing moneys. 
We found, for example, in Minnesota, many communities bought 
bulldozers and fire trucks and some of the pro-ams that we phased 
out could have been picked up bv them and, I tlunk, should have been. 
I believe that we failed a little bit in not setting guidelines or direction 
and notification and I hope all agencies give thought to it. Revenue 
sharing could be a real blessing because you would have a chance to 
pick and use what you think your community needs and would not be 
in a position of saying the Federal Government wiped us out because 
you would have a chance to make that decision out there at the grass- 
roots. 

Thank you, Mr. Chairman. 
Mr. ROGERS. Dr. Roy? 
Mr. ROY. I am still concerned about decentralization and what it 

will or wnll not do to congressional oversight. There is a statement, 
there are serious differences between regional oiBces and headquarters 
staff with respect to the manner of achieving objectives. 

Can you tell me what those serious differences are between the 
regional offices and the headquarters staff? 

Dr. EDWARDS. I don't know exactiv what they are referring to. I 
do know this, that there are serious differences between headquarters 
staffs too. In other words, I think that we are going to be in a far 
better position to resolve some of those issues today or once we get our 
organizational plan—not this organizational plan, but the organiza- 
tional i)lan as it relates to the regions. 

I think the fact, just in the health field, that the regional health 
administrators report to me and not to what u.sed to be the head 
of IfSMMA, will give more clout in terms of allowing us to resolve 
&uy differences along policy lines. '        '' 



Mr. ROY. The statement says headquartei-ji i)l'ogranis have viewerl 
some efforts at integration as obstacles to the aeliievement of national 
pragmatic objectives. What T interpret this as saying, and I am sure 
you will quickly correct me if I a\n wrong, is tliat the regional offices 
feel there is too much emphasis in headquarters of achieving the legis- 
lative obje(!tives. Of course, I as a member of this committee, am 
interested in achieving the objectives set forth in the l^slation that 
we pass. 

Dr. Eow.\Rns. I don't know who was respon-;ible for such a state- 
ment, but I think I can say without any liesitation, for all of us here 
today, that our prime objective is the implementation of tiiese program 
objectives. I don't think in an}- way have we suggested that we back 
off from program objectives. 

We merely put together a plan that we think will more directly, or 
allow us to better address om-selves to these program objectives. 

Mr. ROY. Haven't you resolved this conflict in behalf of the regional 
offices and in essence decreased the power of the headquarters staff? 
Isn't that really the reason you lost two men? 

Dr. EDWARDS. Oh, no, not at all. No, wo lost two men—I read it in 
the paper and I have heard a lot of comments on Dr. Lessor's leaving 
and the gentleman who is head of HMO. You know, when you re- 
organize an organization with 27,000 people, as I said this morning, 
it has a budget of over $2 billion and you only lose two people, I 
think the accomplishment is a very remarkable one. 

You know and I know, having been around a fair period of time, 
that any time you break up the traditional way of domg things, you 
are going to step on certain people's toes, and in this case, we had a 
couple of ver\' able people whom we wanted to stay with us but we 
broke up their traditional way of operating and they didn't like it 
and they left. 

Dr. I>esser was going to leave anyway, but it made a good newspaper 
story. Dr. McLeod had other  

Mr. ROY. You and I get different information. I don't know whether 
the blue sheet is totally reliable on all things but  

Dr. EDWARDS. I hope you don't depend on the blue sheet for your 
information any more than I should. 

Mr. ROY. This is the reason I am referring to it. It says BHME 
decentralization. Health manpower staffers in tlie full area were 
given notice to report to their new regional assignments by the end 
of August. Another 50 or so out of 210 decided the move wasn't 
worth it and quit. 

Did you lose 2 people or 212 people? 
Dr. EDWARDS. First of all, we were talking atout (wo major pro- 

gram directors. Dr. Endicott would like to speak to that. He was ui 
charge of our Bureau of Health Manpower. 

Dr. ENDICOTT. Of rx)urse, we don't know what th« numbers will 
"he at the moment. In order to decentralize some of the BHME pro- 
grams, we have had to go through our existing staff job descriptions 
and identify those functions and jobs which would have to be moved 
to the regional offices. 

Mr. ROGERS. Off the record. 
(Discussion off the record.] 
Mr. ROGERS. On the record. 



Mr. ROY. Mr. Chairman, I am greatlj' concerned that this de- 
centralization objective—I woxild like to get back to that sometime. 

Mr. ROGERS. You go right ahead. I am juat saying I think we are 
going to have to answer the bell here. 

Dr. Endicott, you can continue. 
Dr. EDWARDS. I asked Dr. Endicott, first of all not only would 

he address liiraself to those people that might leave, but also what 
he is tr>ang to do in the Bureau of Health Manpower by his 
decentralization. 

Mr. RoGEHS. I think it might be well to have for the record how 
hiany of you are leaving and what other major points should be 
discussed? 

[The following statement was received for the record:] 
We are unable U> determine how many people left the Department because of 

dissati'^faction with the Health reorganization for two reason.'*. First, unle.ss an 
individual specifically .st^itcd disapproval of the Health reorganization as? a reason 
for leaving, there would be no way of determining if disapproval or dis.satisfaction 
•with the reorganization was a rca-son. Secondly, a large number i)f i)eople through- 
out 1>HE\V and the Federal establishment retired one day before the Health 
reorganization (on June 30, 1973) in order to take advantage'of the 6.1 percent 
annuity increa,se that was available for those retiring before the cud of fiacal year 
1973. • 

Mr. ROGERS. Would you like to conic back? 
Mr. ROY. I would like to come back if these gentlcmeu have the 

time. 1 don't think it will take verj' long but I would like 10 or 15 
minutes. 

Mr. ROGERS. Could we answer the roUcall and be right back? 
Dr. EDWARDS. Would it be agreeable with you, Mr. Chairman—I 

have an important appointment at 4 o'clock if Dr. Endicott would 
stay? 

Air. ROGERS. DO you think Dr. Endicott could answer those 
questions for you? 

Mr. ROY. I am interested in the fact that regional offices receive 
separate allocations tied to individual appropriations instead of a 
consolidated operating bu<lget. Under this reorganization, will 
regional offices rec/cive a consolidated operating budget and if so, how 
did we then identify moneys appropriated for categorical programs? 

Mr. ROGERS. I suppose you can submit that answer too. 
Dr. EDWARDS. Well, any way you want. 
Mr. ROY. GO ahead and submit that answer to me because we are 

riuming out of time on this. ' . 
[The following statement was received for the record:] 
The Regional Medical Programs arc now part of the Bureau of Health Services 

Research and Evaluation, within the Health Resources Administration. The Allied 
and Public Health Training programs are within the Bureau of Health Resources 
Development, also located in the new Health Resources Administration. 

Mr. ROGERS. I might say I would also like to know where RMP 
falls. The Division of Allied Health Manpower and the Division of 
Nursin» were separate parts of the Bureau of Manpower. I would 
like to know where those would fall in the new agency. 

[See chart on p. 52.] 
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Mr. ROY. And, Mr. Chairman, I would like tlie response which will 
eventually be written to the letter of July 26 to the Secretary' from the 
American Association of Foundations for Medical Care with regard to 
the present plans for the organization of the PSRO service too, be- 
cause it appears to me that this is also seriously jeopardized by the 
lack of direct authority on behalf of Dr. Bauer. 

[The following statement was received for the record:] 
We have ascertained that the letter of July 26 was never responded to by letter, 

but rather on September 24, 1973, the Secretary met with representatives of the 
American Association of Fmindations for Medical Care to discuss the future of 
Professional Standards Review Organization. This meeting; satisfied the members 
of the Foundation and therefore substituted for the response to their letter. 

Mr. ROGERS. Thank you. The conunittee will stand adjourned until 
10 o'clock tomorrow. 

[Wliereu])on the subcommittee adjourned at .3:40 p.m. to reconvene 
at 10 a.m. Tuesday, July 31, 1973.] 





REORGANIZATION OF HEALTH PROGRAMS IN HEW 

TUESDAY, JULY 31,  1973 

U.S. HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON PUBLIC HEALTH AND ENVIRONMENT, 

COMMITTEE   ON  INTERSTATE   AND  FOREIGN   COMMERCE, 
Washinijton, D.C. 

The svibcommittee met at 10 a.m., in room 2216, Rayburn OffioP! 
Building, Hon. Richardson Preyer, presiding [Hon. Paul G. Rogers, 
chairman]. 

Mr. PREYER. The coraniittoe will coino to order, and we begin o\ir 
seroud day of oversight hearings on the HEW reorganization plan. 

Our lirsl witnesses today consist of a panel of two very distinguished 
and highly qualified gentlenient, Dr. Joseph English, wh( is the former 
Administrator of the Health Services and Mental Health Administra- 
tion, and now president of New York Health and Hospitals Corp. It 
is good to have you with us Dr. English—and Dr. Gordon MacLeod, 
former Director of the Health Maintenance Organization Service. It 
is good to have yon with us, also Dr. Macljeod. 

Our chainnun will be in a little later today. He is testifjing on the 
energy blackout in Florida. 

We will begin hetiring from Dr. English and Dr. MacLeod in what- 
ever form or manner you wish to enlighten iis. 

STATEMENTS OF DR. GORDON K. MacLEOD, BRONXVILLE. N.Y., FOR- 
MER DIRECTOR, HEALTH MAINTENANCE ORGANIZATION SERV- 
ICE, DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE; AND 
DR. JOSEPH ENGLISH, PRESIDENT, NEW YORK CITY HEALTH AND 
HOSPITALS CORP. AND FORMER ADMINISTRATOR, HEALTH 
SERVICES AND MENTAL HEALTH ADMINISTRATION, DEPART- 
MENT OF HEALTH, EDUCATION, AND WELFARE 

Dr. MACLEOD. Mr. Chairman and members of the subcommittee, 
T am pleased to be able to testify on a matter of great importance to 
the delivery of health services to the American people. The hi^ man- 
agement profile of the Department of Health, Education, and Welfare 
has recently quite often obscured the invaluable professional and ad- 
ministrative contributions of a dedicated bureaucracy. The relentless 
application of industrial management techniques has demoralized the 
bureaucracy as manifest by the departure or many key professional 
personnel from Government ser\ice and by several other indicators as 
well. 

(77) 
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It is almost gratuitous to say that the Government with its vast 
armies of bureaucratic employees needs strong and effective manage- 
ment. However, application of management principles in Government 
is not necessarily the same as in the private sector. The authority for 
Government programs emanates from Congress; and the accovmta- 
bility for the performance of those programs must necassarily be to 
the iegislative branch, albeit by way of the executive branch. In order 
to be responsive both within the executive and to the legislative 
branches the concept of the "program" or the "institute" in the case 
of the National Institutes of Health has appropriately arisen. 

There are a good many reasons for program identity in Government 
service, not the least of which is the need for fiscal responsibility and 
accountability. A second reason is the need for interaction with the 
public or private sector. Unlike highly competitive business concerns 
which usually exercise enthusiastically share its professional knowledge 
and experience with that segment of the public or private sector it 
serves. A third reason for program integrity is inherent in the bureau- 
cratic tradition itself. In Government service the ceiling on income, 
and on the number and the grade level of personnel working hi a 
single program at any one time tends to reverse industrial managerial 
instincts. Private sector ambitions for personal gain are redirected 
within the bureaucracy toward program commitment, personal co- 
operation, and the prestige resulting from professional accomplish- 
ment. 

Federal administrators must run theu' agencies and programs with 
the usual management tools of budget and manpower resources in 
order to carry out the administration's objectives which are not always 
the same as those of Congress. A Federal administrator in HEW 
must be sensitive to the intent of Congress and at the same time be 
compet-ent to review and report on the professional content and im- 
pact of the agency or program, especially dining congressional 
committee hearings. For this reason, the professional competence of 
iigency heads and program directors is of pai'amount Importance in 
carrying out congressional  mandates. 

The obvious alternative to professionalism in Government is manage- 
ment without professionalism^or managenient-for-management's- 
sake. This approach in HEW, for example, has resulted in the appoint- 
ment of top management with no health service experience who are 
called upon to make decisions that relate directly to health and medical 
care matters. 

REORGANIZATION   OF   HEW 

A case in point occurred in the recent reorganization of the Health 
arm of HEW which was a two pronged effort. First, the long awaited 
unification of the separate voices of the health establishment within 
Government was largely accomplished, and was much needed. Hereto- 
fore, each of the three major health agencies, the National Institutes 
of Health, the Health Services and Mental Health Administration, 
and the Food and Drug Administration, actually reported directly 
to the Secretary of HEW and each spoke with its own voice, even 
though the organizational charts belied this; they showed a direct 
line passing through the Assistant Secretary for Health. Now,eacli 
agency head must report to the Assistant Secretary for Health who 
in turn reports to the Secretary. 
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As part of the first prong of reorganization, it was decided to re- 
stferucture the Health Services and Mental Health Administration. 
The $2 billion budget, and the 27,000 person Health Services and 
Mental Health Administration was thought to be cumbersome in 
more than name only. There was little disagreement about the un- 
wieldy size of this mammoth agency even tiiough previous adminis- 
trators had done an effective job of managing it. One of them. Dr. 
English, is sitting beside me. In order to correct both the growing size 
and complexity of the agencj' it was decided to break it up into three 
separate agencies called Health Services Administration, Health 
Resources Administration, and Center for Disease Control. The 
groundwork for this part of the reorganization had already been laid 
by Dr. Vemon Wilson, the most recent Administrator of H8MHA. 

The benefits of streamlining tlie superstructure have been almost 
totally vitiated by the second pron^ known as decategorization. A 
management expert was appointed Director of the largest of the three 
new agencies, the Health Services Administration. Armed only with 
his management background, he was put in the impossible position of 
having to design a new table or organization for health services with no 
experience in tiie health field. Within 60 days of his appointment it wan 
decided to downgrade or decatcgorize many well run traditional 
programs from a substantial activity level to a desk function with 5 to 
10 people maiming each desk. These included many respected programs 
primarily for the poor such as Maternal and Child Health Sei-vice, 
Fainilv Plaiminw Service, National Health Service Corps, and the 
Neighl)orhood Health Centere, and migrant health programs; the 
latter two were part of Commimity Health Services. But the reorgani- 
zation also lumped the Health Maintenance Organization (HMO) 
Service with the poor people's programs even though HMO's cut 
across socioecononiic lines. Most of the professional program leader- 
ship had been provided by recognized authorities in the health field; 
this abruptly came to an end either by resignation or by decategori- 
zation. Professional contacts with the private sector are now to be 
coonlinated by junior or middle management working at the desk. The 
public constituencies of these programs are now adrift in a sea of 
Dureaucracy. The administration of such activities as grants, contracts, 
and health service deliver}- will no longer be the responsibility of the 
program but will report directly to top management without the 
advantages of a program's fiscal accountability. As j-et, there is no 
clear definition of the role of the regional office staflFs. 

The major organizational units for this new grouping of poor 
people's programs are now called policy development, organization 
development, health services financing, clinical services, and mon- 
itoring and analvsis. Congress accustomed to responding to public 
pressure to specific problems would find little value in accountability 
for any of these categories. Nor would it be worthwhile for them to 
do so. 

On the one hand, the reorganization or decategorization suggests a 
management effort to begin to organize health services delivery 
mainly for the poor using the HMO principles of prepayment and 
capitation payment wherever possible. Some might interpret this 
policy as propogating two classes of health care, one for the poor and 
one for the rest of the people. On the other hand, instead of organizing 
a poor people's health service, Congress has consistently directed 
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its attention to pros;ram activities intended to meet specific health 
care needs. And, of course, Congress wants to know how well the 
administrntion has carried out its legislative mandate. 

Under the second prong of the reorganization, it would be almost 
impossible to determine the cost needs for each ilesk's functions— 
formerly a progi-am's respon.sibilitj'. Thus, it is easy to see liow 
decategorization all but eliminates program acti\'ity and impedes 
accountability. 

DEC.\TEGORIZ.\TION   OF   HMO's 

One example of the consequences of decategorization can be seen 
in the program for Health >iaintenance Organizations. The Federal 
initiative for HMO development over the past 2 years was based on 
the 44-year history of prepaid group practice plans and indiAndual 
practice plans offering individuals and families a voluntary choice 
of paying a single monthlj' fee for a comprehensive range of inpatient 
and outpatient services as an alternative to paying for each and every 
service. 'I'he emphasis on disease prevention, the opportunity for 
early diagnosis, and appropriate utilization of health care facilities 
in llMO's have resulted in reductions in hospitalization and in cost 
containment. Acceptance of the HMO concept by patients and phy- 
sicians alike is well recognized and tlie potential impact on the Nation's 
health is obvious. 

Managerial challenges are not new to physicians in HMO's. In the 
early days of many developing prepaid plans a dedicated group of 
medical managers weathered storms of social and professional ostra- 
cism in order to develop plans which now effectively serve over 5 
miUion people. Thus, American medicine can be cited for an out- 
standing contribution to medical management. 

President NLxon in his health message to Congress in 1971 featured 
the HMO as central to his national health strateg\^ and rallied support 
for the concept. The President's continued strong endorsement of 
HMO's in his 1972 health message prompted the then Secretary of 
HEW, Elliot Richardson, to urge that the option to join an HMO be 
made available to 90 percent of the population on a voluntary basis. 
To implement this activity the Secretary had established a Health 
Maintenance Organization Service in HEW in  October of  1971. 

From then until now the HMO service was a focal point in govern- 
ment for vigorous program activity. It provide<l professional and 
technical assistance to develop some 20 new HMO's to become opera- 
tional with an additional 20 to 25 scheduled to begin operating in the 
next year or so. It also provided assistance to some 10 States whidi 
enacted legislation to permit HMO's to oijerate where they had pre- 
viously been partially or totally constrained from operating. It has 
worked closely with highly supportive medical professional groups 
and others in the private sector including the Asso(;iation of American 
Medical Colleges, the American Association of Medical Clinics, the 
American Association of Foundations for Medical Care, the American 
Hospital Association, the Group Health Association of America, the 
National Medical Association Foundation, the Blue Cross Association, 
the National Association of Blue Shield Plans, tlie Health Insurance 
Association of America, and to a lesser extent with the American 
Medical Association which has been less than enthu.siastic in its 
support of HMO's. These then were some of the accomplishments— 
including fiscal accountabilit}'—of a relatively small program. 
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• Decategorizalion, tho second prong of the reorganization, thus 

effectively cripples the Federal HMO program by reducing it to a 
desk function and all but buries the administration's only new health 
initiative listed in the 1974 budget. With the possibility of HMO- 
legislation in the immediate offing, a full demonstration of HMO 
ciTectivoness is now up to Congress. In future health legislation the 
Congress may have to address the question of whether new Federal 
authority must include program integrity for purposes of accounta- 
bility both witliin the executive branch and to the Congress. 

In summary, the subordination of professional activity to manage- 
ment-for-management's-sake within HEW must raise questions of tlie 
potential effectiveness of the reorganization currently underway. 
Moreover, it seems ironic tiuit the new breed of "managers" could 
fumble in laying the groundwork for some degree of organization of 
health services primarily for the poor without obtaining prior con- 
gressional authorization. Finally, through the decategorization of 
HMO's the admuustration is losing a unique opportunity to work 
cooi)eratively with the private sector in instituting health care reform 
in a fashion that to date has proved acceptable to several million 
people as well as to many thousands of practicing physicians in the 
country. 

That is my statement, Mr. Chairman. I shall be happy to answer 
any questions. 

- Mr. RoGEiits. Thank you very much. We appreciate your being 
here and the statement you have given. 

Tlie committee is delighted also to welcome back an old friend, Dr, 
English, who was with the Federal Government and has been per- 
fonning services in New York. Would you like to make a statement 
at this time? 

STATEMENT OF DE. JOSEPH ENGLISH 

Dr. ENGL[SH. I would indeed, Mr. Chairman. I want to expre.ss 
my thanks tp this committee which was so helpful to us when I had the 
opportunity to appear here as the Administrator of the Health Serv- 
ices and ^|ental Health A,drainJstration. I welcome this opportunity 
to comment on the reorganization not only from that perspective 
which is one of 3 or 4 years ago, but from the perspective of tliose of 
us who are workhig in New. York City in what is the largest health 
cai'e organization outside of the Federal Government in the United 
States of America. And if the committee would indulge me in providing 
this perspective to some of the issues you are concerned about, X, 
would appreciate the opportunity u.sing that as a point of departure., 

The New Y'ork Health and Ho.spitals Corp. was brought into, 
existence in 1970 by an act of the State legislature to develop & 
comprehensive health care program for all of the citizens of our city,, 
using la^eh' a*; the base for doing this the municipal hospital system 
of New York, which was legendiu-y in terms of its clu-onic problems of 
underfinaucing and understaffing wlucli it had suffered tlu-ough the 
jetirs. This sj'stem is now composed of some 19 hospitals which have. 
16^,000 beds. Tliese, hospitals, last yeai;^ provided 4]i million inpatieut| 
days of care to the citizens of New Y^ork City, 3 million outpatientj 
yi^ts, and VA niillion emergency room visits. Witliin tho.se generic 
categories, tiuae are a quarter million psychiatric emergency- room 
visits, 25,OQO days of psychiatric day care, 200,000 outpatient drug 
addiction visit services  and 2,300 patients under home care. We 
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delivered in our hospitals last year 29,000 babies; we performed 109,000 
surgical procedures; we filled 8 million prescriptions, and we per- 
fonned 24 million laboratory tests. We are major provider of care to 
nearly 2 million people in the Nation's largest city. 

In addition to that, we operate the ambulance system for the citj- 
of New York. We have at this moment 100 ambulances on the streets 
of the city of New York, and during the course of this hearing we will 
dispatch an ambulance (every 58 seconds) to serve a New Yoricer 
somewhere within the bounds of our city. 

I mention all of that to give yoxi some idea of the scale or our oper- 
ation—the fact that we are now the second largest employer in the 
city of New York, employing directly and indirectly some 60,000 
workers. Included in that are 6,000 physicians and 6,200 registered 
nurses. 

To give you some feeling for the perspective I bring to this com- 
mittee this morning, 4 months a^o we were threatened with the 
withdrawal of better than $13 million in Federal grants, many of 
which support vital services in o\ir hospitals; many of which are 
within the jurisdiction and concern of this committee. If it had not 
been for congressional initiatives, for which we are so grateful, which 
resulted in the last couple of months in restoration of many of those 
funds, we would be at this moment preparing to lay off 1,200 people 
in the city of New York—many of them, for example, involved in 
outpatient care and providing pediatric services under grant pro- 
grams at Bellevue and other hospitals in New York City. 

So the first thing I want to say now is that we are grateful for the 
concern that you are manifesting, and that it is beginning to turn 
back threatened grant withdrawals which would have faced us in the 
city of New York with great hardship. 

You must understand this is not the loss of new grant monej s that 
we have been applying for, but $13.5 million of grant support that 
we presently receive. 

But we still face an issue that may not be as well known to this 
committee, and I think it has great relevance to this reorganization. 
We have at Metropolitan Hospital, one of our largest hospitals in 
New York City—it serves East Harlem and a signincant part of the 
Manhattan community—a beautifxil new building that we have been 
working on for years, a new community mental health center that is 
going to serve that population. As of this moment because of Federal 
funds that you have authorized, that have been appropriated, but 
which are not going to be made available to us, six floors of that new 
building are going to stand empty for the indefinite futiire, to the 
eternal consternation of that community; three of those floors being 
for critically important mental health research where the moneys at 
the moment don't seem to be forthcoming, and therefore we have no 
resources with which we can use a portion of this new facility. 

Three other floors which were for the expansion of the traditional 
psychiatric service in the community mental health center through 
a staffing grant, which we have been told is not going to be made 
available to us, are also going to stand empty. So what we are now 
faced with doing is moving the traditional outpatient department 
services for Metropolitan Hospital into that building. They will 
benefit from the new facility, but we will be dealing in the years 
ahead with the consternation and lack of imdei-standing in the com- 
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munity that six floors of this new faoility will stand empty because 
promised funds that we had looked forward to recei%nng we have, 
at this moment, no hope of receiving. 

But even that kind of problem, Mr. Chairman, pales before the 
major financial issue which we face, which is the fact that the new 
regulations that have been made possible by H.R. 1 and which the 
State is now implementing in relation to medicaid face us with an 
$80 million revenue shortfall in our corporation in this fiscal year. 

The problem of paperwork in collecting, for the services that we 
provide in our hospitals, medicaid and medicare reimbursement is not 
great enough. We only push 30 million pieces of paper a j'ear now in 
our hospitals, with thousands of people having to work on this paper, 
and we are spending an estunated $20 million a year that ought to go to 
health services to push that paperwork to bring in the reimbursement 
needed from medicaid and medicare. The new medicaid regulations are 
going to take a 4-page medicaid form and turn it into 10 pages. I would 
love to present to you a detailed report on what these regulations are 
going to do to the time of our doctors and nurses pushing paper instead 
of giving care. The bottom line of it is that it is going to face us with 
an $80 million deficit this year which is going t« cause serious problems 
in health care delivery in the city of New York. 

And it is with those kinds of problems that I take a look at this 
reorganization that is being considered by you today. 

The first thing that I would say about this reorganization is that in 
many ways in terms of the problems we face in the cities of this 
country, and which we face in a very vivid way in New York City, 
this reorganization does not go far enough. To whom in the Federal 
health establishment with real authority can I take a problem which 
faces us this j'^ear with a magnitude of $80 million? The fact of the 
matter is that the Assistant Secretary for Health in the final analysis 
has practically nothing to do with the policies that result at the State 
and local level in decisions that can affect health care that massively. 
I will respect a reorganization of the Federal health establishment only 
when the Assistant Secretary for Health has policy purview and is in a 
position to be part of the decisionmaking process involving that kind of 
massive impact, not just in New York City, but in other cities of our 
country. It seems to me that that is the essence of what the Federal 
health reorganization must be all about. 

It is tremendously helpful that we can have our grant programs 
restored, and that through congressional initiative the will of Congress 
may be enforced there. But I would suggest that if we are to have a 
national health strategy, if we are to have strong Federal health 
leadership, then we must bring all the parts of the Federal health 
establishment together, and at least to some extent, under the purview 
of tliis committee, because this committee of the Congress knows 
something about the problems of the delivery of health care, about 
health man{)ower, about the development of new knowledge. And it 
seems to me that there ought to be some organization of the Federal 
branch of government that permits you to have that purview when it 
can affect us as deliverers of health care as massivel}- as some of the 
recent decisions will. 

It seems to me that what the present reorganization attempts to 
do is something which I think is very much in the interest of health 
care in this country, which is to produce for the first time a strong 
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Assistant Secretary for Health who begins to be master of his own 
house. I think how effectively that leorganizatiou is utilized in the 
interest of the public need and health care in this country is largely 
more a function of the people involved than it is the actuality of the 
structure. And it seems to me that Dr. Edwards in the statement 
which he has made, where he has been absolutely frank about the 
fact that we have no national health care strategy, where he lias 
l)ointed out the limitations of Ids purview over medicai'e and medic- 
aid, could conceivably be the strong Assistant Secretary for Health 
that could begin to engage on these issues. 

For him to do tliat, I think he must first be strong in his own house, 
and 1 think he must be able to make his way through this extraor- 
dinary bureaucratic maze where he nmst deal with the comptroller 
of HKW, where he must deal with the planiaing oflice of HEW, where 
he luis to deal with the management offices of HEW, and where 
ultimately ho has to deal with OMB. And the first view 1 take of 
this reorganization, otlior than tlial it is incomplete, is the extent to 
which it strengthens his h4.nd internallv. For this leason, I would 
endorse it and it woidd be very difficult for me to second-guess his 
reorganization plans, because I ^vould not have lij^ed him to do that 
when I was to some extent in a comparable position in relation to 
HSNfHA. Rather I think the effort of this committee should be to 
call him to accountability for how in this stiengthened position he 
ij going to assist an administration that has ignored the intent of the 
laws of the lantl as they ha\e been passed by the Congress, and has 
ignored the appropriations that have been made. I am glad to see 
that this committee is surfacing the fact—that better than $1 billion 
that we desperately need in the cities of tliis country as of this moment 
has not been spent. . 

I tJunk it is going to take a strong Assistant vSecretary to make 
sure tliat proper accountability in relationship to tlus comes to this 
committee and that these issues can surface before we suffer the agony 
that we have in New York City wliile suspecting that such an im- 
poundment had occurred. 

There is another part of this reorganization, however, about which 
I am most critical, most ske|)ticalj aiid wlucli 1 thiidt is politically mo- 
tivated. And that is the regionalixation thrust of the Department in 
attemj)ting at a time when there are very few discretionary moneys to 
try to api)ortion those out without any possibility of national priori- 
ties being realized through regional offices. My own feeling is that the 
prmiary thrust behind that regionalization effort is ])olitical. 

I remember the early days of the JS'ixon administration when I was 
the Administrator of the Health Services and Mental Health Adminis- 
tration..! think we are seeing brought to frtiition now more of a throat 
to nationuJ j)rogrums tlien was attempted then. It was my experience 
as the Adnunistrator of HSMHA that it was almost impossible to get 
the kind of jjrofessional talent, professipnal talent represented by Dr. 
MacLeod, and the solid professionalism that national program leader- 
ship can bring to the Federal service—you just cannot get tliat kind 
of talent in the regional offices for obvious rea.sons. And if this com- 
mittee were to examine the qualifications of people that the regional 
offices have been able to recruit in comparison to the kind of talent that 
one can attract to national efforts and national pi-ograms you would 
5pe testimppy to this kind of problem. ,,      , ,       .    . 
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And I think it is as much as anything else this rcgionalization effort 
that is driving that talent that has taken the Federal Government 
3"ears to attract to Washington out, and I think that is a national 
tragedy. 

Also, I think you arc going to find that people that are in the pres- 
ent national program leaderehip are not going to move to these regions, 
and so you are not only not going to not have them in the regions, but 
you are not going to have them in the national program leadership 
either. That is a real loss to the national interest and the role that the 
Federal Government has in improving health care services. 

Also, I don't think there is any question tliat when that kind of del- 
egation is made to the regions the issue of accoimtability not only 
to the executive branch, but to the Congress, is made infinitely more 
difficult. 

And finally, in terms of my cxperic'nce in dealing with the regional 
office in a very different way as the president of a corjioration in New 
York City in contrast to my foi'mer dealings as the Administrator of 
the Health Services and Mental Health Administration, I can tell you 
that thfc relative timidity in the regional office, their greater viilnera- 
bility to political pressures, results in a qunlitativelj^ different level of 
innovation than the kind of thing the Federal programs ought to be 
used for. It seems to me that this is the most serious problem with the 
reorganization. 

I think that before this committee endorses anything of this kind 
of effort it ought to look into all of the dimensions that may be involved 
in this thrust. I think this is particularly important when the amount 
of moneys available is so small and -when it is so difficult to have any 
kind of a solid and substantial national effort to improve health care. 

Mr. Chairman, I appreciate the opportimity to make these remarks 
to the committee. 

Mr. RoGEHs. Thank you verj* milch, Dr. English and Ih". MacLeod. 
In his testimony, Assistant Secretary for Health, Dr: Charles 

Edwards, did say that he was trying to bring about some input from 
his office to the medicare and inedicaid field which I understand 
you very definitely think should be done. I think most on this com- 
mittee lecl that sfiould be done, and it is encouraging that they are 
making somemovehient. I don't think it ha* yet been finally decided, 
but the movemc^nt seems to be that way. And certainly we would 
•want to encourage that ih «inj^ reorgjmizatioii, ti^ you say. 

Mr. Carter?     '.     ' ' 
Mi-. CARTER. Thank you, Mr. Chairman,'Ttitl'rfefellyt^iilk'tHft 

regional idtWicept will not work, is that correct^' ' ' '    '        '   '    ' 
Dr. ENGLISB. Yes, sir. And I say th<it fc^ a former Administrator 

of one of the Federal agerldes most affected by regionalization. But 
I say, haviilg been out in the boondocks for 3 years and having 
watched the recruiting abilities of the regional offices and their wa3- 
of being able to manage what are largely national programs, and my 
own feeling, quite frankly, Mr. Carter, is that it is going to be more 
difficult for national program efforts of the Federal Government to 
be accountable to the Congress, to receive the support which 1 think 
professionals around the coimtry want them to receive, to report on 
their efforts if the regionailization program goes ahead. It is my sub- 
mission to'this comfnittee, having been involved in the earl}- days of 
the adhiinistration, that this thrust ii^ largely political, and that it 
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is milch easier to achieve political control of national program efforts 
if the real decisionmaking authority is put out in the regions and 
effectively out of the control of the national leadership which is directly 
accountable to the Congress and directly accountable to the national 
organizations which are concerned about this; and I really feel that it 
is not on the basis of sound management, if you look at the substantive 
issues involved in these programs that this thrust is receiving such 
priority, but it is in contrast a part of the political strategy of the 
admimstration to pay little heed to the concerns of health care in this 
country and that the regionalization process in effect is an important 
part ot that strategy. 

Mr. CARTER. Do you mean that they want to place politicians in 
these regional offices? Is that what you mean by political movement? 

Dr. ENGLISH. Mr. Carter, I can tell you that in the enrly days of 
the administration that was part of the reason why the regionaliza- 
tion effort began at that time. The first attempt was to politicalize 
the agencies of health in Washington, but it was clear that that was 
going to be very difficult to acheve for a variety of reasons. And so 
wliile that process was in difficulty there was an attempt to move 
out under largely political auspices in the region the decisionmaking 
process and, in effect, to establish political control and to reduce, in 
effect, the political support for these national programs through that 
decentralization process. And I think that any objective view of the 
management issues here would suggest that from a substantive stand- 
point many of these national programs are managed much better 
m a very different kind of way, and that the real issiie involved in 
the decentralization movement has nothing to do with good manage- 
ment, but is largely part of a political strategy which reflects the 
priorities of this administration in relationship to health care. 

Mr. CARTER. And you think that any appointee to such a regional 
position  would have  to have political  clearance,  is  that correct? 

Dr. ENGLISH. Yes, sir. That was certainly true when I was the 
Administrator of HSMHA. As a matter of fact, the strategj' at that 
time—and I am not totally current on it—was that we would have 
a regional health director, you see, who was the professional in the 
region, but he was subordinated to an assistant regional director for 
health who was clearly a political appointee in that regional office. 
And I am not totally current as to what the current concepts are, but 
I know for a fact that a very important part of that strategy would 
be easier political control over the professions in 10 regions th»ui the 
kind of political damper that can be put on national program heads. 

Mr. CARTER. You think you would have difficulty in moving men 
capable of handling regions out to the regions, is that correct? 

Dr. ENGLISH. \es, sir. I think that, to be quite frank with you, 
part of the reason why we have been able to attract to the Federal 
Government men and women of the caliber and the dedication of Dr. 
MacLeod and others that have been distinguished in Federal .service, 
despite the fact that the pay isn't very good and the problems are 
great, is because tliey can exercise some national leadership in relation- 
ship to Federal programs. To try to attract that kind of talent to a 
regional office is virtually impossible, and if this committee were to 
take a look at the staflBng of the regional offices at the moment you 
would see evidence of that. If you take a look at how many people that 
have served with distinction in Washington that are willing to move 
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out at all levels into regional offices you will see the problem there. And 
I think that it is very clear that it lowers the level of the Federal effort 
not only to mediocrity, to much poorer administration, but in my 
judgment, to greater political control which really represents a 
political damper on these programs which are so needed. 

Mr. CARTER. Are you quite familiar with the Atlanta region? 
Dr. ENGLISH. Not as—I have been out of the Federal Government 

now^ for 3 years, Mr. Carter, so that I couldn't speak to it as of today. 
Mr. CARTER. They have some career public health officers dowTi 

there, do they not? 
Dr. ENGLISH. Yes, sir; I believe they do. 
Mr. CARTER. Were they sent because of their political clout or 

affiliation? 
Dr. ENGLISH. NO, sir; I would surest that you must look above the 

career level officer in the regional office to see where the real account- 
ability is in the region, and I would suggest that you would find that 
they are now almost without exception political appointees. 

Mr. CARTER. I must agree on that. I have found that to be tnie in 
some cases. Now about your funding, I would like for you to go over 
that again. Just from what sources did you lose those funds, if you 
please, sir? 

Dr. ENGLISH. I would be happy to submit, Mr. Carter, to the com- 
mittee a detailed report of the $13J^ million of Federal grants that we 
were threatened with the loss of until fortvuiately some of the congres- 
sional initiative for which we are so grateful. They were grants from the 
Health Services and Mental Health Administration, from the Bureau 
of Health Manpower Education, from the National Library of Medi- 
cine, as well as from Model Cities, from HUD, and some of the other 
large Federal programs. So I would be happy to submit to the commit- 
tee a detailed list of those threatened losses that we had. 

[Testimony resumes on p. 91.] 
[The report memorandum referred to follows:] 

NEW YORK CITY HEALTH AND HO.SPITAL.S CORP., 
OFFICE OF THE PRESIDENT, 

New York, N.Y. 
MEMORANDUM 

To: Deputy Mayor (HamUton) City of New York. 
From: President (English) New York City Health and Hospitals Corporation. 
Subject: Withdrawal of federally funded grant support to Health and Hospitals 

Corporations institutions. 
The Health and Hopsitals Corporation is facing a financial dilemma of over- 

whelming proportions as a consequence of the actual (and threatened) with- 
drawal of Federally-funded grant support to our nineteen hospitals and affiliated 
institutions. This situation is compounded by the fact that health care providers 
throughovit the City are turning to the Corporation as the moans of solving 
their financial problems resulting from similar cutbacks in Federal funds. The 
Corporation feels a moral obligation to not only inform the City Administration 
of what programs are in jeopardy by virtue of such losses of Federal support, 
but also to .seek guidance in what assistance the City will offer to alle\'iate a most 
critical situation. 

While there has been no definitive compilation of funding cutbacks in health 
for the City as a whole, it would be beneficial to project from what the Corpora- 
tion anticipates is the potential withdrawal of Federal funds impacting on its own 
capacity to deliver health care. Presently, it is estimated that Federal grants to 
Corporation hospitals for Fi-scal Year 1973 total at least $15,469,113, with grants 
tf) affiliate institutions (for work being carried out in Corporation hosf)itals) 
totaling at least an additional $7,S03,0.52; attached as Appendix I is a list of such 
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grants by hospital and by hospital'.affiliato. Given that iho Corporation has only 
recently been in the position of compiling the list of grants and believes it to he 
incomplot*, the total figures for grant fiinds are jjrobal)ly understated. The 
Corporation anticipates, based on information that certain progr&ms appear to 
be i^articularly vulnorable to cutbacks or terminations, th;it $8,.')20,124 of grant 
support could potentially be lost. This includes programs funded by the Depart- 
ment of Housing and tJrban Development (DHUD) through the Model Cities 
program and by the Department of Health, Education and Welfare (DHEW) 
through the following sources: 

Health Services and Mental Health Administration (HSMHA); 
Bureau of Health Manpower Education (BHME); 
The National Library of Medicine; and 
Regional Medical Program (RMP). 

The following chart represents Corporation-related Federally-supported pro- 
grams in danger of partial or total funding cuts for Fiscal Year 1974. 

CHART I.—FEDERALLY SUPPORTED PROGRAMS IN DANGER OF PARTIAL OR TOTAL FUNDING 
CUTS FOR FISCAL YEAR 1974 

Hospitals and program Funding source 
Fiscal year 

1973 budget 

Bellevue Hospital Center: 
X-ray technician training  DHUD Model Cities. 
Pediatric ambulatory car* HSMHA.  

Total. 

Cumbeiland Hosp'tal, Broolilyn Hospital: Renal dialysis (total)  RMP ._  
City Hospital Center at Elmhurst; Mount Sinai Hospital: Medical   National Library of Mediclna.. 

library resource grant (total) 
Gouveneur Hospital: Staffing-ambulatory care program (total) HEW _  
Greenpoint Hospital, Brooltlyn Jewish Hospital: Medical library National Library of Medicine.. 

resource grant (lolol) 
Harlem Hospital Center: 

Ambulatory detoxification „  ,. Model CitiN..-  
PN to RN nurse training 1 do  
Laboratory technician traininj program ..j^v-t—«----. BHME  
Nursing capitation j u.-  BHME  
Financial distreris grant ' .'..•.'.'..'-'. BHME   
Hospital administration ,   - Model Cities ,  

Total. 

Harlem  Hospital  Center, Columbia College of  Physicians and 
Surgeons: 

Medical library resource grant  National Library of Medicine.. 
Nursing scholarship/tuition  BHME  

Do  BHME  
Harlem regional program for stroke and hyperlention RMP  

Total  

Kings County Hospital Center: 
Comprehensive health care (East New York Family Center)  Model Cities  
X-ray technician training do.  
LPN training.   ....v.... do , 
Alcoholism. *. do , 
Capitation-student loan program  BHME _  
Nursing student scholarship program  BHME  
Nursing capitation grant program  BHME  

Total. 

Metropolitan Hospital; New York Medical College: Public health   BHME.. 
tralneeship. 

Total. 

Morrisania Hospital: Ambulatory detoxification  Model Cities. 

Total -  

Morrisania Hospital; Monteflore Hospital: Comprehensive Health   HSMHA.j... 
Cars Center. 

Total -  

$130.825 
1,880.000 

2.010.825 

18.554 
2,562 

1,740,000 
1.581 

138.368 
168.000 
20,000 
37.426 

480.379 
53,326 

897.501 

33.840 
46.896 
33,689 

320,000 

434,423 

586.726 
403,441 
521,046 
330,000 
45,000 
20,000 
114,767 

2,020,960 

4,512 

4,512 

132.758 

132,758 

910,000 

910,000 
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CHART I.—FEDERALLY SUPPORTED PROGRAMS IN DANGER OF PARTIAL OR TOTAL FUNDING 
CUTS FOR FISCAL YEAR 1974—Continued 

Fiscal year 
Hospitals and program Funding source 1973 budget 

Queens Hospital Center: 
LPN training  Model Cities  61,926 
Student nursing loan  BHME  14,000 
Nursing scholarship  BHME  7,000 

Total  82.926 

Queens Hospital Center; Long Island Jewish Hospital; CARE (com-   RMP  97,500 
prehensive ambulatory rehabilitation experience). 

Total  97,500 

Sydenham Hospital: Comprehensive dental care  Model Cities  166,000 

Total  166,000 

The above infonnation has been gathered from summary presentations of the 
President's Fiscal Year 1974 Budget (Federal), rather than by examination of 
the line-by-line amounts proposed for particular programs. It should also be 
kept in mind that changes in the administration or distribution procedures of 
grant funds ma5' effectively reduce some programs even further; since these 
changes are not yet apparent, they are not reflected here. 

In addition, there are nine Neighborhood Health Centers providing health care 
on an ambulatory basis in New York City which are critically dependent on 
Federal grant funding. Seven of the nine operate under the aegis of the Depart- 
iiiejit of Health, Education, and Welfare under 314(c), Project Grants for Health 
Services Development legislation; two of the nine operate with Office of Economic 
Opportunity (OEO) funding. To date, an estimated $2.3 million in Federal grant 
funds have been scheduled for withdrawal from the seven 314(e)-funded centers, 
which could transfer anywhere from 15,000 to 40,000 additional ambulatory 
visits to the Corporation within the next calendar year, at a cost of from $0.5 to 
SI.4 million to the Corporation over the next 12 months, not reimbursed by either 
the State or Federal governments. These estimates do not include any workload 
from the two OEO Centers since no cutbacks have been implemented to date, 
nor do the above estimates include anything other than already announced 314(e) 
reductions. Potential annual cost to the Corporation, however, should the Federal 
government completely eliminate its grant support to all nine centers within the 
coming 12 months, is from $4.0 million to $8.5 million. 

Further, the Corjioration faces a massive withdrawal of Emergency Employ- 
ment Act funding. At the request of the City, the Corporation initiated a rather 
extensive EEA program in its institutions and centrally, which has currently 487 
•individuals in EEA-funded jobs. It has now been announced that the Welfare 
Demonstration Project will terminate on 30 June 1973 and that there is an 
indefinite future for Sections 5 and 6 under the EEA program. Thus, the Cor- 
poration's local institutions must either absorb the cost a.ssociated with placing 
these individuals in Corporation jobs or terminate EEA employees, many of 
whom have not only personally benefited by their jobs but who have also benefited 
the ho.spitals by their work contribution. 

In brief, the Health and Hospitals Corporation does not have sufficient resonrces 
to assume these withdrawals in Federal funding. Operating under what is con- 
sidered to be an insufficient Fiscal Year 1973 Expense Budget of $796 million 
to meet basic program needs, the Corporation is unable to assume the costs of 
programs experiencing actual or threatened Federal withdrawal of support. 
Consequently, the Corporatirm is appealing to the City for guidance and financial 
relief. 

Much has been said about " Revenue Sharing" as the rc'placement for categori- 
cal grants and as the rational financial solution to urban problems. To our knowl- 
edge. New York City received approximately $213.7 miUion in general revenue 
sharing monies from the State in 1972. This $213.7 million was used for public 
transportation ($100 million), Police and Fire Department ($78.3 million) and 
Environmental Protection and/or Sanitation ($2.'j,0 niiUion). Since this money was 
borrowed from the State before paj^ments were received from the Federal govern- 
ment, the City's use of its funds was prescriloed in the State legislation authorizing 



90 

the loan. It would appear, however, that the City has yet to develop a plan for the 
use of 1973 General Revenue Sharing funds—such plan to be developed during 
April or May of this year. Accordingly, the Corporation is imploring the City to 
consider its plight and the pUght of all health care providers throughout the City 
when developing the General Revenue Sharing plan for 1973. 

In addition, the Corporation is formally requesting an immediate increase to the 
Health and Hospitals Corporation Fiscal Year 1974 Expense Budget Request in 
the amount of $13,947 million, raising the total request for Fiscal Year 1974 from 
$1,063,374 million to SI,077.321 million, with all additional funds to be from City 
Tax Levy other than Medicaid Tax Levy, Debt Service Tax Levy, or by Tax Levy 
funds made available by contract with the Department of Mental Health and 
Mental Retardation Services. The derivation of this additional request of $13,947 
million is explained in Appendix II. 

The City of New York and the Health and Hospitals Corporation cannot afford 
to let the residents of this City be without vitally needed medical care. Arrange- 
ments must be made for alternative means of financing to fill the void created by 
the withdrawal of Federal support. Unless new funding is found, the Corporation 
(and the City of New York) will be unable to pursue the course toward improving 
the health and hospital care for the citizens of this great city. 

Sincerely yours, 
JOSEPH T. ENGLISH, AI.D., President. 

Attachmente. 
APPENDIX I 

Fiscal vfar 
IS75 Fnlfrta 

Hospital:                              '  tranlfuvilt 
Bcllevue Hospital Center... -   $2, 868, 8.i6 
Bronx Municipal Hospital Center  153, 872 
Citv Ho.spit£ll Center at Elmhurst  855, 702 
Conev Island Hospital.. ._   1, 731, 000 
Francis Delafield Hospital  830, 3.^1 
Fordham Hospital  37, 42.J 
Gouvemeur Hospital    ' 1, 740, 000 
Grecnpoint Hospital...   368, 967 
Harlem Hospital Center..   1, 942, l.'i3 
Kings Countv Hospital Center   2, 286, 367 
Lincoln Hosp'ital    955, 899 
Metropolitan Hospital Center   923, 570 
Morrisania Hospital  413, 585 
Queens Hospital Center   19.5, 366 
Sydenham Hospital   166, 000 

Total        15,469, 113 
1 A reduction of $280,000—from $2.0 million—already imposed. 

The list of grants to affiliate institutions with work being carried out at Cor- 
poration hospitals indicates at least $7,803,052 for Fiscal Year 1973, as follows: 

Fitc^U year 
197$ Federal 

Corporation Hospital/Affiliate: tranifundt 
Bird S. Coler Hospital/New York Medical College   $51, 8.55 
Cumberland Hospital/Brooklvn Hospital  70,849 
Francis   Delafield   Hospital/Columbia   College of Phvsicians 

and Surgeons 1..  1, 432, 613 
City Hospital Center at Elmhurst/Mount Sinai Hospital  320, .568 
Goldwater Memorial Hospital/New York University  76, .500 
Grecnpoint Ho.spital/Brooklyn Jewish H().spital   1, .581 
Harlem Hospital Center/Columbia College of Phvsicians and 

Surgeons "  1, 607, 012 
Kings Countv Hospital Cent«r/Downstate Medical Center  1, 921, 624 
Lincoln Hospital/Albert Einstein College of Medicine  78, 790 
Metropolitan Hospital Center/Now York Medical College  1, 075, 398 
Morrisania Hospital/Montefiore Hospital  920, 000 
Queens Hospital Center/Long Island Jewish Medical Center  246, 262 

Total           7,803,052 
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The list that follows represents those programs which appear to be particularly 
vulneral)le to cutbacks or termination, based on present information. 

The list includes programs funded by the Department of Housing and Urban 
Development (DIIUD) through the Model Cities program, and by the Depart- 
ment of Health, Education, and Welfare (HEW) through the following sources: 
Health Services and Mental Health Administration (HSMHA), Bureau of 
Health Manpower Education (BHME), the National Library of Medicine and 
the Regional Medical Program (RMPJ. 

APPENDIX II 

DERrVATION  OF THE  REQUEST To INCREASE  THE  HEALTH   AND  HOSPITALS CoR- 
POBATiON, FISCAL YEAR 1974 EXPENSE BUDGET REQUEST BY $13,947 MILLION 

The $13,947 millon  additional  request is comprised of the following pieces: 
$4,027 million to cover the cost of the Emergency Employment Act Program 

• (EEA) currently in operation. As of March 1973, EEA individuals employed rep- 
resented a total salary cost of $3,533 million plus $0,494 million in fringe benefits. 
Of this total, $1,320 million in salaries plus $0,185 million in fringe benefits will 
definitely be withdrawn on 30 June 1973 with the end of the Welfare Demonstra- 
tion Program—and the remaining $2,522 million (representing $2,212 million in 
salary costs and $0,310 million in fringe benefits for Sections 5 and 6 of the EEA 
program) is in real jeopardy of losing funding. 

$1,400 million to cover the cost,s associated with the tran.sfer of between 15,000 
and 40,000 additional ambulatory visits to the Corporation resulting from the 
withdrawal of Federal grant funds to the Neighborhood Health Centers in New 
Yorlc City. It should lie remembered that the estimated potential cost to the Cor- 
poration, should all Federal grant support to these programs be cut off, is from 
$4,000 million to $8,500 million. 

$8,520 million to cover the costs as.sociated with the Corporation assuming fund- 
ing rospoasibility for all the Federally-supported program.s listed in Table I as 
programs in danger of partial or total Federal funding cuts for Fiscal Year 1974. 
While it may appear to be unrealistic to consider that all of the programs listed 
will totally lose their funding, it is realistic tt) keep in mind that this list is prol)abIy 
incomplete and that the workload increase to the Corporation facilities, generated 
by loss of Federal funding for similar programs to the other health care providers 
in the City (not to mention the potential impact of H.R.-l on the voluntary hos- 
pitals) will more than amply make up for any pessimistic overcstimation. It should 
also be notes that the Model Cities programs are retained in the listing of programs 
threatened with Federal funding cut-backs, since the Corporation has received no 
indication that funding for the continuation of these programs will receive final ap- 
proval from the Department of Housing and Urban Development. 

Dr. ENGLISH. I would also be very happy to submit to the committee 
the changes in the medicaid regulations that have been permitted bj' 
H.R. 1 by the amendments to medicaid in the last session of the 
Congress wliich are now prescntuig us with the possibility of an $80 
million revenue shortfall this year as a result of those changes. 

[The testimony resumes on p. 105.] 
[The following information was received for the record:] 

ANALYSIS AND DISCUSSION OP THE 1972 AMENDMENTS TO THE 
SOCIAL SECURITY ACT (H.R. 1) 

INTRODUCTION 

The 1972 Amendments to the Social Security Act, commonly known as H.R.-l, 
became Public Law 92-603 on 30 October 1972. Containing 95 provisions that 
directly affect the Medicare and Medicaid programs, the law will impact signifi- 
cantly on the present and future financial condition of the Health and Hospitals 
Corporation. By limiting population coverage, potentially restricting program 
benefits, and imposing stringent requirements for reimbursement, these health 
amendments move toward controlling the rising program costs of Medicare and 
Medicaid for the Federal and State governments, to the detriment of the pro- 
viders of care and of the poor, aged, and medically indigent population. 

Medicare coverage is expanded to include di.sabled Social Security beneficiaries 
and those aged 65 and over previously ineligible for the program. Disabled indi- 
viduals, however, are only entitled to Medicare after they nave received Social 



Security disability payments for 24 months. Those previously ineligible for 
Medicare would be given the opportunity to enroll, but only after a prohibitively 
great cost to themselves. 

Medicaid coverage, on the other hand, is limited by the law mandating that 
those individuals classified as "medically indigent" (above public assistance 
level, but below the allowaVjle income level for medical assistance) contribute 
toward a monthly pn^niium in order to be considered enrolled in the program. 
Given the unlikelihood that a medically indigent person will be able to afford 
the premium paj-ments, many people falling into this category will be left with 
little or no health care coverage. Certainly this provision will not provide an 
incentive to voluntary institutions already verging upon insolvency to readily 
admit poorer patients, thereby predictably shifting the financial burden to the 
municipal hospital system. 

The benefit structure of Medicare and Medicaid also is greatly affected by 
H.R.-l. States are no longer required to move toward a comprehensive Medicaid 
[irogram, as originallj' called for by the enabling legislation. States are, in fact, 
able to reduce the range of ncm-mandated services without being held to the • 
current "maintenance of effort" requirements. It is quite reasonable to expect 
that states, given their own budgetary problems, will be receptive to the idea of 
reducing the V)enefit packages offered under State Medicaid programs, quite 
possibly reducing benefits to the basic health services mandated by Federal law. 
The original intent of the Medicaid legislation—namely, to make a meaningful 
program of medical care services availal)le to the needy population—potentially 
could be destroyed by these sections of U.R.-l. 

The changes called for by H.R.-l in the fin.incing and reimbursement a.s]ject8 
of Medicare and Medicaid will have very serious consequences for both the recipi- 
ent and the provider. Recipients are forced to a.-'sunie a greater role in cost- 
sharing in the jirograms. Medicare beneficiaries face an increased annual deduct- 
ible for Part B medical services, in addition to increased coinsurance charges. 
Medically indigent recipients of Medicaid are required to pay a premium before 
qualifying for coverage imder the jirogram. States arc allowed to impose coinsur- 
ance and deductible charges on medically indigent individuals for all services and 
on public assistance recipients for non-mandatory services. Providers must meet 
greater requirements for utilization and review before reimbursement will be 
tendered for services rendered. All claims will be subject to Professional Standards 
Review, a quality control mechanism that most assuredly will greatly curtail the 
reimbursement from these programs to medical care institutions. 

In short, the provisions of H.R.-l succeed in substantially shifting the financial 
costs of the Medicare and Medicaid program to the poor and aged recipients aa 
well as to the providers of health care. 

The above discussion is merely a brief overview of the H.R.-l provisions and 
the impact they will have on the Medicare and Medicaid programs. In order tu 
more fully appreciate what the cousecniences of this legislation will mean for the 
Corporation, a detailed description ana analysis of various sections of Public Law 
i)2-()03 is presented in the following pages. This analysis is broken down by general 
categories of particular significance to the Cori)oration, aa follows: 

Professional Standards Review. ' • 
Utilization and Review. : •     i •    _ 
Expansion of Eligibility. •       i       , .   ; 
Fjxpan-sion of Services. •  '    ^ , . 
Cost-Sharing by the Recipient. 
Skilled Nursing Facilities—Extended Care Facilities. 
Cost Control. 
State Funding Restrictions. 
Health Maintenance Organizations. 
Demonstration Funds. 
Public Disclosure. 
Miscellaneous Provisions. 

rROPBSSIONAI, STANDARDS BKVIEW OROANIZATIOM 

Seclion 149-F. Professional Standards Review 
The objecti\e of Section 249-F of H.R.-l is the promotion of effective, efficient 

and economical delivery of health care services of proper quality, for which pay- 
ment will be made under the Social Security Act. The ajiplioation of (he mech- 
anism of professional standards review created under this section is meant to en- 
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sure the following with regard to reimbursable services under the Medicare, 
Medicaid, and Maternal and Child Health programs: 

That services conform to appropriate professional quality standards for the 
provision of health care; 

That payment is made only when the services is determined as being medi- 
cally necessary; and 

That pa5Tnent is made only when inpatient service is not of excess length 
and could not have been provided more effectively/economically on an out- 
patient basis or in a health care facility of a different type. 

The realization of these objectives is to be accomplished through the use of 
Professional Standards Review Organizations (PSRO). By January 1974, the 
Secretary of Health, Education and Welfare (HEW) is authorized to establish 
geographically defined medical service areas throughout the nation, areas for 
which PSRO 8 are to be designated. A PSRO is to be a nonprofit professional as- 
sociation composed of a substantial number (usually 300 or more) of licensed 
physicians from the area. It will be the responsibility of the PSRO to review the 
professional activities of area physicians and institutional and non-institutional 
providers of health care services for which payment is made under the Social 
Security Act. As stated, the review must determine whether (1) the services and 
items were medically necessary, (2) the quality of such services meets i)rofessi()n- 
ally recognized standards of health care, and (3) the services provided in an in- 
stitution could have been provided on an outpatient basis or more economically in 
a different type of facility. The PSRO also has the authority to determine, in 
advance, the necessity and appropriateness of elective hospital admissions or any 
other health care service which involves prolonged and/or expensive treatment. 
Physicians responsible for the review of hospital care must have active hospital 
staff privileges in at least one of the participating hospitals in the area served by 
the PSRO. No physician, however, will be allowed to review care and services 
provided in any hospital in which he has active staff privileges or in which he has 
any direct or indirect financial interest. Should the PSRO disapprove the service 
it has reviewed—and the review can be either on a retrospective or prospective 
basis—no claims for reimbursement of that service will be paid. Further, the Sec- 
retary of HEW, on the recommendation of the local PSRO, can suspend, terminate 
or levy fines on providers who fail to comply with the provisions of this section. 

In short. Section 249-F is meant to serve as both a quality and cost control 
mechanism, with an a.ssociation of local physicians monitoring all health care pro- 
viders within a certain area as to perfonnance in terms of both quality and cost 
control. Based on regional standards of health care and diagnostic and treatment 
standards set up by a National PSRO Council, each local PSRO is responsible for 
evaluating how well each local provider is meeting these standards. If these stand- 
ards are violated, the local provider will be penalized l)y having the claim for 
service disallowed. 

Originally, the American Medical Association (AMA) strenuously opposed the 
PSRO concept because of its implications of "peer review" and other points which 
it considered unprofessional, degrading, and financially hazardous. The AMA 
has now decided to play a dominant role in the implementation of the PSRO 
program and has established a PSRO advisory committee charged with the re- 
sponsibility of a-ssisting in the preparation of rules and regulations governing the 
PSRO program and developing recommended operating procedures. All this is 
being done, clearly, to safeguard the interests of medical specialties and of the 
medical profession in general during the development of the health care standards 
required under the H.R. 1 legislation. 

From all appearances, however, it would seem that hospitals have not currently 
taken an active role in protecting their interests. The implementation of this 
section could have disastrous financial consequenc&s for any institution which 
does not have sufficiently strong internal utilization and review mechanisms. 

While it is impossible to estimate the financial impact this section could have, 
because of lack of past experience with PSRO's and the unknown nature of the 
still to be developed health care standards, the Health and Hospitals Corporation 
will be affected by the financial implications of PSRO's for two reasons. The first 
is that the Corporation overall has not had utilization and review performance 
in its nineteen hospitals. 

The second reason why the Corporation is particularly vulnerable to the 
concept of PSRO's has to do with the regional standards that will be established 
by the National PSRO Council. Given the health characteristics of the patient 
population served by the Corporation, the great use of many of its facilities, and 
the budgetary limitations imposed on it by the City, it would be discriminatory 
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to force the Corporation to be subject to the same standards for care, diagnosis, 
and treatment, without respect to differences in patient characteristics, as other 
institutions in this region. 

It therefore becomes imperative that the Corporation petition the Secretary of 
HEW to allow the Corporation to be designated as its own PSRO region and 
also as its own PSRO. Accordingly, the Corporation should formally request the 
assistance of the Secretary of HIOW in the preparation of a formal plan for be- 
coming a PSRO. The Secretary is obligated to offer technical a-ssistance to any 
physician a.s.sociation which expresses a desire Ui become a PSRO and which, in 
the Secretary's opinion, has the potential to fulfill the requirements and .satis- 
factorily perform as a PSRO. Furthermore, discussions sho\ild be held with the 
Secretary to pursue the matter of having the Corporation designated as its own 
discrete area to which such PSRO will be a.ssigned. The importance of immedi- 
ately requesting the above is to take the initiative in what is currently a highly 
undefined and confu.sed area. 

A crude estimate of the consequences of PSRO's, based on current Corporation 
Medicare/utilization and review experiences, could be disallowance of up to $20 
million per year in currently approved claims; the cost-s of a PSRO should approxi- 
mate S6 million a year. 

UTILIZATION   AND   RKVIKW 

Section 2S7. IJtilizalion Review Requirementx for Hospitalx and Skilled Nursing 
Homes Under Medicaid and Under Maternal and Child Health Program 

Effective January 1973, Section 2:{7 of Il.R.-l requires that hospitals and skilled 
nursing homes participating in Titles V (Maternal and Child Health) and XIX 
(Medicaid) use the .same utilization review committees and procedures now re- 
quired under Title XVIII (Medicare). In effect, this extends to Medicaid and 
Maternal and Child Health programs all the Medicare requirements for certifica- 
tion by a physician of the necessity for care, for recertification by a physician of 
the necessity for continued care beyond a certain time limit, and for a utilization 
and review committee to monitor the hospital's medical performance. Unless these 
requirements are met, claims for Medicaid or Maternal and Child Health reim- 
bursement for .services rendered will be disallowed. 

Clearly, this provision requires the Corporation to strengthen each Corporation 
hospital's utilization review activities and the claims review procedures used by its 
patients account office. Corporation hospitals will be forced to cope with the 
extension of utilization and review requirements from 10 to l.'j percent of the 
Corporation's patient population to approximately 70 percent of the Corpora- 
tion's patient population (those cctvcred by Medicare and/or Medicaid). It be- 
comes imperative that measures be taken to allow the utilization and review 
committees and procedures at each Corporation hos|)ltal to cope with this new/ 
expanded workload. 

Apart from making every effort to facilitate the administrative procedures 
which support utilization and review activities. Corporation physicians must ful- 
fill their responsibilities to complete certlficatums and reccrtificatioiis as to the 
necessity for hospitalization and the extent of post-hospital care requirements. 

A number of steps are being explored by the Corporation concurrent with the 
effective date of this section, January 1973. First, the Corporation Is attempting 
to obtain any diagnostic length of stay profiles speclf3'lng appropriate lengths of 
.stay for various medical conditions for those diagnoses which are not normally 
found in Medicare patients (the Corporation has such a profile for Medicare 
purposes only). These, then, could serve as guidelines for the hospital's utilization 
and review activities and as indicators of when recerlifications should be done. 
Second, the Corporation must request from the State an ea.seineiit on the imme- 
diate implementation of this provision, pending the develoi)iiient of a standardized 
system for the Corporation as a whole. The Corporation can argue for such an 
ea.«ement on the grounds that the majority of its patients are covered by Medicaid 
and that to establish an effective utilization and review plan for this large a group 
requires the hiring and training of clerical personnel, the employment of additional 
physicians, the revision and development of new forms and procedures, the 
institution of new ca.sc controls and the acquisition of additional space and equl))- 
ment to carry out these functions. 

Section 207. fncentivexfor States to Establish Effective Ulilizalion Review Procedures 
Under Medicaid 

Section 207 of ll.ll.-l requires that .states participating in the Medical Assist- 
ance Program have an effective utilization review i)rograni for the primary services 
covered under Medicaid. Failure bv a state to have an effective utilization and 
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revipw program will result in a one-third reduction of Federal Medical Assistance 
funds in support of the Medicaid program for each stay over 60 days in a general 
hospital, tuberculosis hospital, skilled nursing facility or intermediate care facility, 
and a one-third reduction for each inpatient mental hospital stay. 

The State Ls responsible for setting up independent professional review teams 
which will be responsible for sampling on an annual basis the cases at all institu- 
tions. This program of review must evaluate the necessity for admission and the 
continued stay of patients. Included in this review must be evidence that a 
physician certified the need for cure, that rccertifications (with supporting mate- 
rial) were furnished appropriately (at least every 60 days), and that all patient 
services were furnished under a plan established, periodically reviewed and 
evaluated by a physician. 

The Secretarj' of Health, Education, and Welfare will verify the effectivene.ss of 
the State's utilization review activities by conducting sample on-site surveys of 
private and public institutions, the results of which will become a matter of public 
record. 

These two utilization review oriented sections (237 and 207 )of H.R. I have 
.serious fiscal consequences for the Health and Hospitals Corporation. Losses to the 
Corporation could exceed substantially .$20 million per year or more (not to be 
added to the possible losses due to PSRO's). It should be noted that much of such 
disallowance would be discriminatory in nature in that a large proportion of the 
Corporation's long stay cases arc disposition problems awaiting the availability 
of places in alternative, more a|)propriate treatment facilities or awaiting comple- 
tion of extensive procedural requirements for placement in such institutions. 
Therefore, given that such patients often have no realistic alternative to the 
Corporation hospital other than the street and perhaps death, it is unfair to 
.severely penalize the Corporation for its relative humanitarianism. 

For information purposes only, it is crudely estimated that cost of operating 
the Corporation's claims processing system under the enlarged utilization review 
requirements will be $19.2 million per year, as opposed to the present cost of 
$6.4 million forijiaims processing: an additional cost of $12.8 million. 

EXPANSION   OF   KLIGIBILITY   PROVISIONS 

Section 201. Medicare Coverage for the Disabled 
Health insurance protection under the Social Security Act has been extended 

to include individuals under 65 years of age who have been entitled to Social 
Security disability benefits for at least 24 months. These disability beneficiaries 
are now covered under H.R. 1 for ho.'^pital and related post-hospital services 
under Part 4 of the Medicare Program. "They include: 

Disabled workers at any age; 
Di.sabled widows and disabled dependent widowers between 50 and 65 years of 

age; 
Women aged .50 or older entitled to mother's benefits who, for 24 months prior 

to the first month they would have been entitled to Medicare protection had met 
all the requirements for disability benefits except for actual filing of a disability 
claim; 

Childhood disability beneficiaries aged 18 and over who receive Social Security 
benefits because of disability incurred prior to reaching age 22; and 

Ui.sabled qualified railroad retirement annuitants who have received Social 
Security benefits for at least 24 con.seoutive months. 

An individual may be considered disabled if he or she is unable to engage in 
any substantial activity by reason of a medically determinable physical or mental 
impairment which can be expected to result in death or which has Lasted or can 
can be expected to last for a continuous period of not less than 12 months. A period 
of disability may be established for a worker who was disabled f<ir a continuous 
period of at least six full calendar months before reaching age 6."), but a disabled 
worker is not eligible for monthly cash benefits until the six-month waiting period 
has been completed. The extension of Medicare eligil)lily to include the disabled 
under Part A of the Medicare program is effective in late July 1973 or in the 2.")th 
consecutive month of entitlement to Social Security disability benefits. For the 
purposes of compliance with this section, a disabled individual must wait the 
necessary six months for disability entitlement and then an additional 24 months 
before hospital insurance coverage begins. Medicare benefits will terminate the 
month following notice of termination of disability benefits. An estimated 1.7 
million (nation-wide) disabled beneficiaries would be eligible initially. 

A detailed financial analysis of this provision is not currently possible given 
the paucity of Social Security data. However, one can be fairly certain that this 
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new group of Medicare recipients will represent a loss in revenue since moat of 
the patients involved are currently enrolled cither in the Medicaid program or 
(less likely) in a commercial insurance plan. Given Medicare's legal billing priority, 
the Corporation will be required to claim for services rendered to such patients 
from Medicare, with a resulting loss of about $20 per diem due to the lower than 
Medicaid per diem rate. In addition, the costs of processing Medicaid claims are 
substantially higher than those of processing Medicaid claims and the proba- 
bility of collection of processed liills is lower for Medicare than for Medicaid. 
Section SOS. Hospital Insurance for the Uninsured 

Coverage under Part A of the Medicare program is now available to individuaLs 
formerly considered ineligible under a provision entitled "Special Transitional 
Provisions." Such coverage is provided for a monthly premium charge of $33.00. 
This premium can be expected to rise in later yeans as hospital costs increase. 
States and public organizations, through agreements with the Secretary of HEW, 
are permitted to purchase this Part A coverage on a group basis for their employees. 

Individuals who have not earned a specified number of quarters of coverage 
in employment or self-employment under the Social Security program now have 
the opportunity to purcha.se hospital insurance from such program. These people 
may enroll for hospital coverage on a voluntary basis but if they do, enrollment 
for supplementary medical insurance is mandatory. Moreover, termination of 
Part B coverage by individuals made eligible by this provision will result in 
simultaneous termination of hospital insurance benefits. 

The impact of this section is expected to be minimal given the relative unat- 
tractiveness of the cost of such coverage ($400 per year per person). 
Section SOS. Automatic Enrollment for Supplementary Medical Insurance 

Effective 1 July 1973, H.R.-l provides (except for residents of Puerto Rico 
and foreign countries) for automatic enrollment under Part B for the elderly and 
the di.sabled as they become eligible for Part A hospital insurance coverage. Any 
individual may decline enrollemnt in Part B only if he complies with a specific 
procedure to be established by the Social Security Administration. 

Since Part B covers all ancillary services, this has a beneficial effect in additional 
third party coverage for those people who are not eligible for Medicaid. This could 
also reduce inhospital utilization since many .services which up to now have been 
given on an inpatient basis will be covered on an outpatient basis. In addition, 
this should place greater emphasis on preventive medicine. 

To the extent that this provision adds third party coverage to patients without 
alternate forms of .such coverage, the Corporation will benefit in additional rev- 
enue. To the extent that such coverage replaces Medicaid coverage, the Corpora- 
tion will lose revenue from the lower Medicare ambulatory care visit rates and 
from the need to bill Medicare coinsurance and deductible disallowances to Medic- 
aid, a complex administrative process that is not always successful. However, 
Part B also covers reimbursement for physician services for inpatient stays and, 
therefore, such additional coverage for Medicare coverage will result in additional 
Corporation revenue. Overall, this provision is essentially a break-even or slightly 
positive fiscal benefit to the Corporation. 
Section S09. Protection Against Loss of Medicaid Coverage Because of Increased 

Earnings 
An individual or member of a familj' eligible for cash Public Assistance and 

Medicaid who would otherwise lose eligibility for Medicaid as a result of increased 
earnings from employment would be continued on Medicaid for a period of four 
months from the date when Medicaid eligibility would otherwise terminate. Ef- 
fective date for this provision is 1 January 1974. 

This provision should increase Corporation revenues very .slightly since some of 
the uninsured people who currently utilize our facilities will now have coverage for 
a limited time period. 
Section SJ,9-F. Medicaid Eligibility for Certain Persons Receiving the SO Percent 

Increase in Social Security Benefits 
Effective 30 October 1972, this section provides that for the purposes of deter- 

mining Medicaid eligibilitj-, any individual who was eligible for receiving Social 
Security benefits in August 1972 and was eligible for or was receiving a cash grant 
under a State plan in a Federal related category (i.e. Aid to the Aged, Aid to the 
Disabled, Aid to the Blind, and Aid to Families with Dependent Children) will not 
be made ineligible for Medicaid solely on the basis of the 20 percent increase in 
Social Security benefits through October 1974. 
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Individuals (estimated at 100,000 in New York City) will retain Medicaid 
eligibility until October 1974 even if they are no longer entitled to cash public 
assistance. Given that such patients might not otherwise be able to pay for their 
medical care, continued Medicaid coverage will be of fiscal advantage to the 
Corporation (which would otherwise be expected to bear such costs) but will not 
increase current Medicaid revenue. 
Section 255. Coverage Prior to Application for Medical Assistance 

Effective 1 July 1973, this amendment provides for Medicaid coverage for 
three months prior to actual application, providing that the patient was eligible 
at the time care and .services were furnished. 

This section simply enacts into Federal law the current practices of the New 
York State Medicaid program. 

EXPANSION   OF  SERVICE  BENEFITS 

For the sake of brevity, the following is a listing of some of the additional 
benefits allowed under Medicare and Medicaid as a result of the passage of H.R. 1. 
It should be remembered that although certain benefits are newly covered under 
the Medicaid program, and thus eligible for the Federal portion of reimbursement, 
it is still left to the State to determine if such service will be offered as a benefit 
under the State's Medicaid Program. 

Section 299B.—This .section authorizes the coverage of inpatient care in mental 
institutions for those Medicaid eligible individuals under 21 years of age. 

Section 212.—Medicaid coverage is expanded to include services provided by 
optometrists. 

Section 261.—Medicare coverage, under Part B, is expanded to include physical 
therapy services provided in a physical therapist's office or in a patient's home. 

Section 262.—Medicare coverage, under Part B, is expanded to include those 
supplies related to colostomies. 

Section 256.—Medicare coverage, under Part A, is expanded to include inpatient 
hospital service for dental procedures, based on a certification of nece.s.sity for 
admission filed by the patient's dentist and by a physician. 

Section 264.—Medicare coverage is expanded to include those services provided 
by optometrists in furnishing prosthetic len.ses. 

Section 277.—This section allows the State to provide consultant services to 
skilled Nursing Facilities in order to bring the facihties into compliance with 
Medicare requirements. The cost to the State is reimbursable under the Medicare 
program. 

Section 283.—Medicare coverage is expanded to include speech pathology 
services in concert with outpatient physical therapy services. 

Section 2.99E.—This section authorizes 90 percent Federal funding for the cost 
of family planning services under Medicaid. Unle.<s a State informs the adults in 
AFDC families of the availability of family planning services and arranges for 
the provision of such services, the Federal government will reduce its share of 
Aid to Families with Dependent Children bv 1 percent beginning Fiscal Year 
1974. 

Seelion 2991.—This section extends Medicare coverage, under Part* A and B, 
to those individuals considered disabled (and who receive monthly Social Security 
benefits) requiring chronic hemodialysis or renal transplantation for chronic 
renal disease. Coverage begins the third month after the beginning of dialysis 
treatment and ends twelve months after a transplant or at the conclusion of 
treatment. Since most of the Corporation's dialysis patients (under 65) are 
currently Medicaid-eligible and since Medicaid reimburses the Corporation at its 
full inpatient rate for dialysis treatment rendered these patients, the Corporation 
stands to lose a substantial amount of revenue associated with this treatment if 
the Medicare program only reimburses for such service on an outpatient basis or 
at the Medicare inpatient rate (which is approximately $20 less per diem than 
the Medicaid rate). 

COST-SHARING    BY    THE    RECIPIENT:    PREMIUM,     DEDUCTIBLE    AND    COINSURANCE 
PROVISIONS 

Section 208. Premium 
H.R.-l requires states which provide health services under Medicaid to med- 

ically indigent (non-cash Public Assistance recipients) individuals and families 
to levy monthly premium charges on such individuals and families. The size of 
the monthly premium will be determined by the Department of Health, Education 
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and Welfare and will be graduated by recipient income, probably as a fixed 
percentage of annual income for affected individuals and families. Not yet fully 
clear at this time is the method of collection of such premium and the consequences 
of failure on the part of the medically indigent to pay such premium; resolution 
of these issues is of great importance to the Corporation, as described in the 
following paragraphs. 

In New York Citj', approximately 1.5 million people currently are enrolled in 
Medicaid, of whom 1.2 million people are cash Public Assistance (PA) cases and 
0.3 million are medically indigent (MA) ca-ses. The differences in income level 
between PA and MA ca.ses is effectively meaningless; neither can afford more 
than minimal health care costs. Thus, if—as seems likely—the relevant Federal 
and State regulations are finally written to require MA ca.ses to personally sub- 
mit premium payment checks monthly or quarterly (the amounts cannot be 
deducted from welfare payments since there are no such paj'ments for MA ca.ses), 
the overwhelming probability is that nearly all such payments will not be made. 
H.R.-l allows a 90-day grace period for continued Medicaid enrollment after 
failure to pay the required premium with an additional 90-day grace period for 
cases where the Secretary of HKW finds good cause for such non-payment. After 
such grace period is expired, however, the individual must be dropped from the 
Medicaid rolls and cannot be reinstated until he reapplies and pays his required 
premium. 

As stated, it is up to the State to specify which organization will be responsible 
for premium collection, but it will probably be either the State or City Depart- 
ment of Social Services. The reality of the situation, however, is that the City 
or Health and Hospitals Corporation will end up paying all or most of such 
premium charges simply because it is in their (and no one else's) interest to do so. 
To understand how this is true, assume a former MA individual is dropped from 
the Medicaid rolls for premium non-payment. Upon requiring medical care, such 
individual must of necessity come to a Corporation facility. The cost of such 
care now must be borne by 100 percent City Tax Levy (it being doubtful that 
the patient will be able to contribute a significant amount of his bill). If such 
patient were still MA-onrolled, then typically a major portion (50 to 75 percent 
depending on the service) of such cost would be borne by State and Federal 
funds. Thus, through imposition of the premium and termination of Medicaid 
benefits for non-payment, the State and Federal governments reduce program 
costs and the City and Corporation incur an even greater fiscal burden for pro- 
vision of health care to the medically indigent. 

A.ssuming that MA and PA cases have identical health needs and receive 
identical health services, the Corporation could lose (and have to replace with 
City Tax Levy) up to 20 percent of its current State and Federal Medicaid dollars, 
for a maximum unpaid total of almost $60.0 million (in Fiscal Year 1973 terms) 
plus be forced to pick up the full health costs of any MA case now treated in the 
voluntary health system in New York City for whom such system may no longer 
continue treatment. The dollar value of the latter is unknown but could be at 
least another $60.0 million. 

Given the above prospect, it is fiscally ndvantageous and virtually inevitable 
that the City pay for all premium charges for all New York City MA cases. If 
such premium is $5 per month per enrollee, the cost is 300,000 X $60 = $18 million, 
far less than the above losses in City Tax Levy. Perhaps the voluntary hospital 
system could be persuaded to share in such cost since it really can't afford to lo.se 
the "business" and funding provided bj' MA cases. Administratively, such City 
payment would be most easily made by the City Department of Social Services 
which maintains the MA Master File and which, in turn, could be expected to 
bill the Corporation. 

In conclusion, the almost inevitable result of the imposition of monthly premium 
charges for MA ca-ses will be its exposure as a means of limiting health care for the 
medically indigent and the assumption on the part of local government of greater 
fiscal responsibility for such care. The only rational response for the City and 
Corporation is to pay for such premium charges and to seek partial reimburse- 
ment from the local voluntary hospitals (through the Voluntary Hospital Associa- 
tion) and from the State through the Legislature. This provision is effective 1 
January 1973. 
Section 208. Coinsurance and Deduclibles 

H.R. 1 also allows states, at their option, to require payment by MA cases of 
nominal deductibles and coinsurance (which would not have to vary by level of 
income) and to require payment by PA cases of nominal deductibles and co- 
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insurance for non-mandatory«8ervices required under Federal law. The six man- 
datory services are inpatient hospital services, specified outpatient hospital 
services, other X-ray and laboratory services, skilled nursing home services, 
physician services, and home health services; non-mandatory services include 
prescribed drugs, dental care, prosthetics, hearing aids, etc. The Federal govern- 
ment will probably define nominal in terms of a maximum percentage of cast or a 
maximum dollar charge. 

Any implementation by New York State of these coinsurance and deductible 
providions for Medicaid is likely to result in a scenario similar to that of the monthly 
premium charge: namely, imposition of greater costs on those least able to afford it 
with the result that they are either forced to forego needed medical care or the 
Corporation (City) will have to fully fund such charges, as has already been the 
case in the instance of the Corporation's assumption for Medicare patients of the 
Part B deductible and coinsurance. 

The only difference between the City's assumption of premium versus the 
coinsurance/deductible costs is that in the latter care the Corporation will directly 
incur the cost since the State will automatically deduct such cost from the Cor- 
poration's Medicaid claims and let the Corporation collect what it can from the 
patient. Since the hospital effectively shares in or covers the patient's increased 
fiscal burden regardless of choice, there is no termination of patients from the 
Medicaid rolls for non-payment of a deductible or coinsurance. The State, however, 
may not institute the administratively complex deductible provision since the 
charge can only be nominal and since it will require State maintenance of a con- 
tinually updated, sophisticated and expensive "master tile of deductible 
payments." 

The cost to the Corporation of this provision depends totally on State action and 
the Corporation should attempt to ensure that such action is "no action." "This 
provision is effective I January 1973. 

Section 108. Medicare Annual Deductible 
Effective 1 January 1973, the annual Medicate Part B deductible charge is 

increased from $.50 to $60. The Corporation currently assumes the major portion 
of such costs for its Medicare patients. Thus, the cost to the Corporation of this 
provision is $.20X$0,600 million (current Corporation Part B deductible "sub- 
sidy") =$0,120 million per year. No Corporation appeal is pos.sible on this pro- 
vision except to the Department of Health, Education and Welfare within 90 
days issuance of formal regulations. 

SKILLED   NURSINQ   FACILITIES 

Section 246. Uniform Standards for Skilled Nursing Facilities Under Medicare and 
Medicaid 

This provision is to establish a single definition and set of standards for extended 
care facilities under Medicare and skilled nursing homes under Medicaid, both of 
which, effective July 1973, are to be called skilled nursing facilities. Unfortunately, 
del-ailed presentation of the criteria for being termed skilled nursing facility are 
not yet available, but it is known that such criteria will not mandate a minimum 
number of nursing hours per patient. Moreover, the definition will encompa.ss as 
a skilled nursing facility an aggregation of unskilled .services which require over- 
seeing of skilled personnel. 

A .second type of institution also to be defined by H.R. 1 is an intermediate 
care facility. Such facilities are expected to provide les.s intensive care than skilled 
nursing facilities and will, con.sequently, be reimbursed at a lower per diem rate. 
Tentative observations as to what the intermediate care definition will encompass 
include therapeutic half-way hou.ses and other similar facilities that provide a 
care greater than room and board. Note also that a skilled nursing facility and an 
intermediate care facility may exist under the same roof. Other provisions of 
11.11. 1 allow u.se of special consultative services for Medicare patients in a skilled 
nursing facility, subject to approval by the Secretary of H E\V and no longer require 
as a condition of Medicare participation that medical social services be provided. 

The potential impact of the above is po.ssible reclas.sification of the extended 
care wings of the Corporation's three long-term care hospitals—Sea View, Coler 
and (ioldwater Hospitals—and the extended care wards of those Corporation 
general care hospitals with such service. The Corporation would want all such 
areas classified as skilled nursing facilities in order to realize the higher reimburse- 
ment rate. What this will require depends, of course, on the specific definition 
requirements which are not yet available. 
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Section tJ,9-A. Medicaid Certification and Approval of Skilled Nursing Facilities 
Effective 30 October 1972, this provision requires skilled nursing facilities 

participating in both the Medicare and Medicaid programs to be certified by the 
Secretary of HEW as satisfying specified standards. The Secretarj' will make 
such determinations principally on the basis of appropriate state health agency 
evaluations of skilled nursing facilities. Certification agreements with such facili- 
ties will be for a period of no more than 12 months, but may be extended for an 
additional two months in certain instances. Agreements accepted by the Secretary 
before 30 October 1972 are deemed to be for a specified term ending 31 December 
1973. This provision of the law allows for annual surveys of skilled nursing facilities 
or extended care facilities. Depending upon the evaluation criteria used by the 
State health agency it may well be that our ext<?nded care facilities will not be 
found to meet the requirements of a skilled nursing facility. 
Section S28. Advanced Approval of Extended Care in Home Health Coverage 

This section authorizes the Secretary of HEW to establish, by diagnosis, 
specific periods of time after general care hospitalization during which a patient 
will be presumed to require extended care services. The physician must certify 
the need for such care and submit to the extended care facility, in advance of 
admission, a plan for carrying out the required services. Similar provisions apply 
to post-hospital home health services. 

This provision means that for all admissions to extended care facilities after 1 
January 1973, where the patient has been discharged from a general care facility, 
the patient's physician must certify to the need for extended care and submit t o 
the extended care facility a treatment plan. To ensure Medicare reimbursement 
it is imperative that the institutional personnel comply with this procedure. Ad- 
ditionally, every time a change in a patient's condition is such as to significantly 
alter the level of care required, the institution is obligated to notify the Social 
Security Administration. Clearly, it would be in the Corporation's interest to 
create another diagnostic profile to be used for extended care stays. Additionally, 
we should seek official approval of this profile rather than be required to utilize 
the diagnostic profile developed by IIEW which does not give sufficient considera- 
tion to the characteristics of our patients requiring extended care. 
Section S48. Modification of Medicare's 14-Day Transfer Requirement for Extended 

Care Benefits 
The Medicare extended care requirement that a patient's transfer to an ex- 

tended care facility take place within 14 days of discharge from a hospital is modi- 
fied to permit longer intervals for patients whose conditions do not permit provi- 
sion of skilled services within 14 days. An extension not to exceed two weeks be- 
yond the 14 days would also be authorized in those instances where an admission 
to an extended care facility is prevented because of the non-availability of ap- 
propriate bed space in facilities ordinarily utilized by patients in a specific geo- 
graphic area. 

This provision is beneficial. It allows the provider to claim covered days even 
though the previous 14-day limitation has been exceeded. The provider must be 
able to substantiate delays for transfers due to medical reasons or lack of available 
bed space. Even with this benign modification in the transfer requirement, the 
length of time elapsed must be monitored so that the new time limits will not be 
exceeded. This provision is effective 30 October 1972. 

COST   CONTROL   PROVISIONS 

Section SSI. Limitation on Federal Participation for Capital Expenditures 
This provision would allow the Secretary of HEW to preclude Medicare or 

Medicaid payments for certain disapproved capital expenditures which are 
specifically determined to be inconsistent with state or local health facility plans. 
Precluded payment is defined as non-reimbursement of corresponding deprecia- 
tion and interest costs; the section is effective 1 January 1973. This section has no 
impact on the Corporation as its capital plans are submitted for approval to the 
Health and Hospitals Planning Council of Southern New York. 
Section 2S5. Limitation of Payments to Skilled Nursing Facilities and Intermediate 

Care Facilities Under Medicaid 
Effective 1 January 1973, Federal financial participation in Medicare or Medic- 

aid reimbursement  for skilled nursing facility care and  intermediate  care per 
diem costs will not be made to the extent such costs exceed 105 percent of prior 
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year levels of payment, except for those costs attributable to any additional 
required services. Increased payment resulting from increases in the Federal 
minimum wage or other new Federal loans arc also exempted from this restriction. 

Given that inflationary factors on wages and supplies have been averaging 8 
percent recently and that the Corporation has no control over such factors, the 
Corporation will be penalized by this provision to the extent that rate increases will 
not fully cover actual costs if such costs increase by greater than 5 percent an- 
nually. While the State could participate in funding such "excess" costs it is liliely 
that it will choo.se not to do so. The resultant expected loss in State and Federal 
funds could be up to $2 million per year. 

Section S24. Limits on Prevailing Physician Charge Ijevels 
For Medicare reimbursement purposes, recognized "rea.sonable" charges are 

only those which fall within the 7.5th percentile of the customary charge made for 
similar services in the same locality. Such charges include physician fees; with 
respect to reasonable charges for medical supplies and equipment, reasonable 
charges are those for which supplies of similar quality are widely and consistently 
available in the locality. While somewhat vague, this provision, which is effective 
1 January 1973, will have no impact on the Corporation in the immediate future. 
It will, however, adversely affect many of the City's voluntary hospitals. 

SeUions «2.3 through 133. Hospital Costs 
H.R.-l allows the Secretary of Health, Education and Welfare to establish 

limits on overall direct or indirect costs which will be recognized as reasonable for 
comparable services in comparable faciliti&s in an area for Medicare purposes. 
He may also establish maximum acceptable costs in such facilities with respect to 
items or groups of services such as food costs. 

The bill also authorizes states with the advance approval of the Secretary of 
HEW to develop their own methods and standards for reimbursement of the 
reasonable costs of inpatient services. Reimbursement by the states would in no 
case exceed rea.ionablc cost reinbur.semcnt a-s provided under Medicare. 

Theoretically, the above provides a very effective control measure as it essen- 
tially provides item-by-item as well as total cost control authority. However, 
similar provisions have been legal under Medicaid for years and have not been 
used. While the Corporation could have some of its item costs judged unreitsonable, 
the major focus of attention of these provisions, if enforced, would be on the 
volunatry hospital system. 

Seclinn £29. Authority of Secretary of Health, Education and Welfare lo Terminate 
Payments to Suppliers of Services 

Effective 30 Octol>er 1972, the Secretary of HEW has the authority to terminate 
or suspend payments under the Medicare program for services rendered by any 
supplier of health or medical .services found guilty of program abuses. Situations 
for which tcrminaticm of payment will be made include overcharging; furnishing 
excessive, inferior or harmful services; or making a false statement to obtain 
payment. Also, there will be no Federal financial participation in any expenditure 
under the Medicaid and Maternal and Child Health programs by the State with 
respect to services furnished by suppliers to whom the Secretary would not make 
Medicare payments under this provision of the law. Program review teams will be 
established to furnish professional advice to the Secretary in carrying out this 
authority. This should have no immediate effect on the Corporation. 

STATE   MEDICAID   FUNDING   RESTRICTIONS   PROVISIONS 

Seriion 230. Elimination of Requirement that Stale* Move Toward Comprehensive 
Medicaid Programs 

Section 230 immediately repeals Section 1903(e) of Title XIX and Section 2(b) 
of Public Law 91-56 which required each state to show that it was making efforts 
toward broadening the scope of Medicaid services offered and liberalizing eligi- 
bility requirements for its medically indigent. Failure to do so previously could 
have resulted in the Secretary of HEW halting Federal Medicaid payments. 

Until recent cutbacks. New York State was one of the most progressive states in 
adhering to Section 1903(e); now it ha-s no pressure to continue its former liberality, 
which will certainly deprive many truly medically indigent people of needed 
health care services or force municipalities to continue to finance such health care, 
a large and difficult fiscal burden. Moreover, the following Section 231 allows the 
State to es.sentially reverse past progress, thereby seriously reducing current 
health services or worsening the current fiscal burdens of the municipalities. 
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Since implementation of this section does not require state regulation or legisla- 
tive change, pressure to continue broadening the scupc of Medicaid covered 
services and people can be affected only through specific State legislation and/or 
expansion of the State Department of Health's Medicaid coverage provisions and 
the State's funding thereof. 
Section 231. Stale Medicaid Maintenance of Effort 

This section immediately repeals Section 1902(d) of Title XIX which prevented 
a state from reducing its total Medicaid expenditures (in reality the State share) 
from one year to another. 

This is a potentially devastating section which allows the State to virtually 
eliminate Medicaid payment for all current medically indigent cases and/or ail 
optional Medicaid services. The 50 to 75 percent cost support, depending on the 
particular services of such care rendered to such patients which is currently borne 
by Federal and State funds would then have to be borne by the patient, the 
voluntary/proprietary provider of services, or, most likely, the City through the 
Corporation hospitals. 

The State, to some unknown extent, will probably quickly utilize such pnv 
vision. Recently, before H.R. 1 passage, the State attempted to reduce by half the 
number of enrolled MA cases but lost the resulting court case. Such rediiction 
would not have reduced State Medicaid expenditures beyond the prcvioiLs year. 
Thus, the new H.R. 1 provision gives the State even greater program cost reduction 
flexibility. 

In all likelihood, the State will only partially cut the MA case rolls and eliminate 
only certain optional services (such as abortions). Almost regardless of the extent 
of any such reduction, however, the results would be fiscally disastrous to the Cor- 
f)oration. Thus, everj' effort should be made to introduce and pa.ss in the State 
egislature a bill similar to the repealed section 1902(d) of Title XIX which would 

simply require annual maintenance of effort by the Stale with regard to State 
Medicaid expenditures. Appropriate inflationary increa.ses should be included in 
such calculation. This would effectively limit or prevent potential State reduction 
in its Medicaid program. Otherwise, the interested parties would have to resist 
individually every State attempt at program reduction through curtailment of 
service or individual eligibility, such attempts probably having to be made in the 
State Legislature. 
Section 181,. Elimination of Maintenance of Effort by Slates for Geriatric Mental 

Health Hospitalization 
This section immediately repeals Section 1903(b) of Title XIX which required 

States to spend at least as much for care of individuals aged 65 or over in mental 
hospitals as in Fiscal Year 1965. This provision has been made meaningless bv 
inflation and, furthermore, the State rather than the City generally pays for such 
care. This section has no foreseeable effect on the Corporation. 

HEALTH   MAINTENANCE   ORGANIZATIONS 

Section SZ6. Payments to Health Maintenance Organizations 
Section 226 of H.R. 1 authorizes the Medicare program to make a single 

combined Part A and B payment, on a capitation basis, to a. Health Maintenance 
Organization (HMO) for Medicare enrqUees. The HMO would, in turn, agree to 
provide all the services and benefits covered under Medicare Part A and B to an 
enrolled population, not more than one-half of which are Medicare beneficiaries 
who voluntarily choose this arrangement. The payment of a capitation rate may 
not exceed present Part A and B per capita costs in a given geographic are* and 
would be based on the organization's annual operating budget and enrollment 
forecast. If after the contract year, the HMO experienced savings on the adjusted 
average per capita cost, up to 20 percent of such savings would be apportioned 
equally between the organization and the Medicare Trust Funds. Any savings 
in excess of 20 percent would revert entirely to the Trust Funds. 

The advantages of this HMO concept are that it offers the provider an incentive 
to contain his costs and to provide care effectively and efficiently, and it allows 
the provider to rely on a stable source of revenue. Since the HMO is reimbursed on 
the basis of a per capita rate, it is in its own interests to ensure that the least 
expensive alternative mode of treatment is employed for each patient and yet 
ensure that a sufficient standard of quality of care is delivered so as not 
to jeopardize the medical condition of the patient for which the H MO is responsible 
(and for which State and local groups may act as monitoring bodies). In addition, 
with a guaranteed amount of income as is the case with an annual per capita rate, 
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the IIMO is much more able to constructively plan and budget accordingly for its 
annual operating costs. 

There is, however, one flaw in this section of H.R. 1 dealing with HMO's. 
Nowhere is there mention of sufficient financial and economic incentives for the 
development of HMO's. While an HMO may clearly be preferable a.s a mean.s of 
organizing health care services, there must be a national mechani.sm established 
to provide the financial incentives necessary for organizations to undertake the 
high developmental costs a-ssociated with creating an HMO. 

In many ways, the Corporation is an ideal organization to fulfill the objectives 
of an HMO. It encompasses a wide geographical region, has a varied patient 
population, has become the "primary physician" for many citizens- of New York 
City, and has the capability to provide the entire range of primary and ppecialty 
services required of any ?IMO. Unfortunately, it currently appears u.seless for 
the Corporation to consider moving in the direction of reorganizing into HMO's 
unless the Stat« Medicaid program would also allow payment to be made on a 
similar capitation basis for Medicaid recipients. It would also appear premature 
to consider establishing HMO's until sufficient funding i? available to (1) under- 
take the massive planning effort required for such reorganization and (2) to cover 
start-up cost-s. And finally, the Corporation would face a major problem in regard 
to enrolling a population group in any H MO it was to create in that the population 
now served by the Corporation in many of its facilities is extremely mobile. 
Section 140- Relationship Between Medicaid and Comprehensive Health Programs 

This section provides a potential solution to and of the problems mentioned 
above: initiation of parallel State legislation with regard to Medicaid prepayment 
on a capitation basis to an HMO. Thi.s section allows such payment provided the 
capitation rate is not higher than the capitation Medicaid expenditures in the 
same general area, provided the health services available are in excess of the 
State Medicaid plan, and provided that enrollment is voluntary. The Secretary 
of HEW must approve any such contracts. 

DEMONSTRATION  FUNDS 

Section S22. Creation of Demonstrations and Reports Project: Prospective Reimburse- 
ment; Extended Care; Intermediate Care and Homemaker Services: Ambulalory 
Surgical Centers: Physicians Assistants; Performance Incentive Contracts 

Effective 30 October 1972 this section authorizes the Secretary of HEW to de- 
velop experiments and demonstration projects designed to test various me thods of 
reimbursement to providers of services on a prospective basis under Medicare/ 
Medicaid and Maternal and Child Health programs. In addition, the Secretary is 
authorized to conduct experiments with methods of payments designed to in- 
crea.se efficiency; with performance incentives for intermediaries and carriers; 
with reimbursement implications for paying of services rendered by physicians' 
assistants; with the use of intermediate care and homemaker services by bene- 
ficiaries who either are ready for discharge from a hospital or unable to maintain 
themselves at home without a.ssistance; with programs designed to improve the 
rehabilitation of patients at long-term health care facilities; and to determine 
whether services of clinical psychologists might be made more generally available 
to persons under Medicare and Medicaid. 

It is certainly in the interest of the Corporation to take advantage of this op- 
portunity to develop experimental reimbursement pilot programs which may re- 
solve or relieve some of the problems currently being experienced in securing re- 
imbursement. Since, however, the Corporation does not receive reimbursement 
directly from the Medicare and Medicaid programs, and still must rely on the 
funds being channeled through the City of New York, it may be premature to 
explore the advantages of various types of prospective reimbursement until the 
issue of direct payment is resolved. 
Section S35. Payments to Stales Under Medicaid for Installations and Operation of 

Claims Processing and Information Retrieval Systems 
Effective 1 July 1971 this section provides paj'ments to states for that portion 

of costs attributable to the design, development and installation of information 
retrieval systems and mechanized claims processing systems if they are deemed 
likely to provide efficient, economical, and effective claims processing compati- 
bility witn the system utilized in the administration of Title XVIII. Payments 
will also be made for the cost of operating such systems. Federal reimbursement 
will be as follows: 
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90 percent of the cost of design, development or installation of a mecha- 
nized claims processing and information retrieval system; 

90 percent of the cost of the design, development or installation of cost 
determination systems for State-owned general hospitals; and 

75 percent of the costs associated with the operation of the systems. 
While this section authorizes Federal payment to states to develop, implement 

and operate various information retrieval and claims processing systems, the 
Corporation should explore with the Secretary of IIKVV the possibility of directly 
contracting with the Federal government to provide such capability. Ba«ed on 
the fact that the Corporation is of such significanl magnitude, it would seem 
possible to convince the Federal government that such support of a Corporation 
information system would be a positive investment of Federal money. Since the 
Corporation has recently installed a system designed to accomplish the objectives 
of this section—the Ca.se Management System—all steps should be taken to 
explore the po.ssibility of Federal support for the operation of this .system. 

PUBLIC DISCLOSURE PROVISIONS 

Section 249-C. Disclosure of Information Concerning the Performance of Carriers, 
Intermediaries, State Agencies, and Providers of Services Under Medicare and 
Medicaid 

Section 249-C of H.R.-l provides that the Secretary of Health, Education and 
Welfare will, on a regular basis, make public the following types of evaluations 
and reports with respect to the Medicare and Medicaid programs: 

Reviews of individual contractor performances and other evaluations of the 
performance of carriers, intermediaries and State agencies; 

Comparative evaluations of the performance of such contractors—either on 
overall performance or selected c<mtractor operations; and 

Program validation survey reports and other evaluations of the performance 
of the providers of .services. 

Before any report is issued to the public, the Secretary will provide a rea.sonable 
opportunity for the contractor or the provider of service to offer comments. 

This section, in essence, allows HKW to publicly issue official audit reports lui 
the performance of Medicare and Medicaid agents and providers of service. As a 
public benefit corporation, the Health and Hospitals Corporation has had con- 
siderable e.vperienee with a variety of otitside agencies auditing all areas of its 
operation; while this, therefore, may not be a new experience, the Coporation must 
be concerned about the deficiencies that may l)e uncovered by survey reports and 
performance evaluations in regard to its handling of iMedicare and Medicaid cases. 

Section 32H-D. Public Disclosure of Information Concerning Survey Reports of an 
Institution 

Section 299-D requires the Secretary of HEW to make public (readily and gen- 
erally available) the jiertinent findings of any survey report completed by a state 
or local agency on an institution's compliance with staffing, fire safety, and san- 
itation standards as required under the Social Security .\ct. Again, the Cor|)ora- 
tion already has been subject to public .scrutiny In these areas. 

The key a.spect of the above public disclosure provisions is not what they require 
but rather what Ihi-y do not require. Most importantly, they do not require pub- 
lic disclosure or disclosure to City health agencies of summary financial data of in- 
dividual New York City hospitals submitted to .Medicare'Medicaid for reimburse- 
ment rate determination, despite the annual C(mtribution of hundreds of millions 
of City Tax Levy dollars in support of such rates. The Corporation's cost informa- 
tion as represented by its cost stepdowns is publicly available. Within the last 
year, a class .<uit for union and consumer groups has l)een filed in New York State 
requiring public disclosure by all hos|)itals of such Hscal information. The City of 
New York and the Coporation should join in such request as a necessary condi- 
tion for responsible as well as reasonable hospital cost control. 

MISCELL.\NEOUS   PROVISIONS 

The following summarizes provisions not expected at present to have immediate 
major eflFect on the Corporation but still of significant current or potential im- 
portance. 

Effective January 1973, the same State health agency (the State Department 
of Health) must certify facilities for participation under both Medicare and 
Medicaid. 
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Various penalties (fines and imprisonment) are imposed for falsification nf 
information, briberj', concealment of information, etc. regarding l)cnefil pay- 
ments and rate determinations. 

A Federal Provider Reimbursement Board is established (effective 30 June 
1973) to hear cases involving an issue of $10,000 or more, with such is.sues in- 
cluding failure of the fiscal intermediary to make accurate or timely cost deter- 
minations. No powers are specified for such Board. 

The Secretary of HEW can now promulgate health and safety standards for 
hospitals without being restricted to Joint Commission on Accreditation of 
Hospitals standards. 

Under Title XIX, for purpo.ses of mandatory provision of physician .services, 
such services must be rendered by a "duly licensed" doctor of medicine or osteop- 
athy. The meaning of "duly licensed" is left to State discretion. 

Effective January 1973, Part B Medicare coinsurance payment is not required 
for homo health .services. The Corporation, however, presently does not bill 
Medicare at all for such .services. 

Mr. CARTER. HOW would you like to see medicare and inedicaid 
changed, in what way? How would it be most helpful to the people 
and to you as administrator—I guess that is your position. 

Dr. ENGLISH. Yes. Well, Mr. Carter, our corporation is now close 
to a $900 million operation, with a construction budget in excess of 
$1 billion. It is a major corporation in the United States and the 
largest health care organization of its kind in this country. Now when 
I take a look at the fact that we have to have literally thousands of 
people involved in some of the worst paperwork mills that I have 
seen in all of my experience at a cost of^ some $20 million a year, 
trying to satisfy the paperwork requirements of medicare, and 
medicaid, which are now different than the paperwork requirements 
of Blue Cross and Blue Shield and union health insurance plans and 
all the rest, all I would say to you is that as we move toward some 
stable financing of health care in this country and as we move in the 
direction of a national health insurance program, as an administrator 
the first thing that I would suggest to you is that we must simplify 
this incredible paperwork process. Our major effort has been involved 
in trying to cope in an organization of our size with the demands 
which that process imposes upon vis. So that is No. 1. 

No. 2, that decisions about cutbacks in programs of medicaid 
ought to have tlie jurisdiction or the review not just of welfare people 
basically at the Federal and State levels, but there ought to be health 
policy input into those decisions. At the State level in New York City 
that process is totally inadequate. The commissioner of health has 
very little to say about cutbacks that are largely coming out of the 
welfare administration in the State of New York. And as we look to 
the Federal Government and to the leadership and assistance that 
Dr. Edwards ought to be able to give to us in that kind of a problem 
it is very clear that his jurisdiction in this area is most questionable, 
even though it is clearly going to be a health care crisis that this 
cau.ses in New York. So what I would like to see is simplification of 
the process and where the health leadership of this Government has 
some say-so and some control and some real policy input over decisions 
that are made by people that know nothing about health, that have 
little priority and concern for health, and really that the issues that 
those decisions confront us with can somehow be looked at by com- 
mittees such as this which are steeped and well grounded in substan- 
tive health care concerns. 
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Mr. CARTER. What cutbacks have you had in medicaid in New 
York City? What percentage does the Federal Government pay of 
the medicaid bUl? 

Dr. ENGLISH. Well, what we have seen happen is the eligibility 
for medicaid reduced so that many fewer people today in New Yorlc 
City are covered by medicaid. We see the medicaid program covering 
fewer and fewer things, and we now see a situation where purely on 
economic grounds the paperwork process is going to be magnified to 
the point where it makes it much more difficult for us to get those 
revenues for services we are providing. 

As one example of this, the 4-page medicaid form that we now have 
to get filled out for patients of the kind we take care of who very 
often don't have families, who sometimes don't speak English, that 
4-page form is now going to become a 10-page form. And if I might 
suhmit that to the committee then I think you would find the reason 
why it is going from 4 pages to 10 pages is not because you really need 
that much more information to insure that an insurance program 
passed by the Congress pays for service that we give, but really an 
economic decision based on political priorities that these funds the 
Congress has passed and which it has authorized for the support of 
these services are that much more difficult to obtain. 

Mr. CARTER. YOU didn't answer what percentage the Federal 
Government pays. 

Dr. ENGLISH. In New York City, Mr. Carter, every medicaid 
dollar roughly represents 50 cents from the Federal Government, 
25 cents from the State government, and 25 cents from the city govern- 
ment. So it is shared in that way. 

Mr. CARTER. Thank you. I want to sympathize with you about 
those forms, and so forth, and all the paperwork, which is very difficult. 
I knew you have serious problems along that line. And I appreciate 
very much your presentation, Dr. English. Thank }'ou, sir. 

Mr. ROGERS.  Thank you. 
Mr. Satterfield. 
Mr. SATTERFIELD. Thank you, Mr. Chairman. Dr. English, I'm 

sorry other business kept me from being here when you delivered 
your statement. I will look forward to reading it in the transcript. 

1, for one, would like to second what Mr. Carter said about the 
forms. I hope that you will submit them to us so that we can look at 
them. 

Dr. ENGLISH. A pleasure, sir. 
Mr. ROGERS. Without objection, they will be made a part of the 

record. 
[Testimony resumes on p. 118.] 
[The forms referred to follow:] 
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Mr. ROGERS. Mr. Hudnut? 
Mr. HUDNUT. Thank you, Mr. Chairman. I appreciate the testi- 

mony of both you gentlemen, and it has been very informative to me 
as a newcomer to this committee and to the Congress. I do note that 
both of you have been associated with the present administration, 
but left it. I am wondering if there is any reason you could share with 
us. Is it because of disillusionment with the management techniques 
that are being applied in HEW? Is it because you feel that the situa- 
tion is an impossiole one to work in creatively because of certain new 
management techniques? Is it because you believe that the will of 
the Congress is being, to use your word, flouted deliberately and that 
this is an intolerable situation so far as your own conscience is con- 
cerned? I would be interested in any elaboration you could give our 
committee as to your reasons for severing your connections with the 
administration. 

Dr. MACLEOD. That is a very challenging question, Mr. Hudnut. 
From my own vantage point my resignation was precipitated by the 
action of the administration to reduce or downgrade the HMO Serv- 
ice from a program at the national level to a desk function. I did not 
resign precipitously. I resigned after many professionals inside and 
outside Government had made every effort to discuss the issues, 
the problems, and the concerns with the Department's representatives. 
Still, the decision was made to downgrade the program to a desk 
function. This creates particular problems for a small program or 
for one awaiting legislation. 

Decategorization of the HMO Service puts it into competition at 
the desk level with all the other desks such as the National Health 
Service Corporation, the Maternal and Child Health Care Services, 
Famil)' Planning Services, Migrant Health, and the neighborhood 
health centers. This kind of organization is going to cause a type of 
destructive competition so that the squeaky wheel gets the oil. The 
new desks shall not have responsibility for budget and for manpower 
resources. In the future those responsibilities will be shifted to new 
categories, such as organizational development, policy development, 
monitoring and analysis, and so forth. And without the kind of 
direction that can be provided by a program on both staff and budget, 
my own decision was that the H\IO desks would not provide an 
opportunity to run an effective program. So, therefore, after weeks 
of discussion, I announced my resignation. 

Dr. ENGLISH. Sir, I welcome an opportunity to respond to that 
question, and the answer that 1 give goes back 3 years and represents 
the fact that I was the Administrator of the Health Services and 
Mental Health Administration for the last year of Mr. Johnson's 
administration and for the first year of President Nixon's adminis- 
tration, having served before that in the Federal Government al- 
together about 10 years. Prior to being with HEW, I was Assistant 
Director of the Office of Economic Opportunity in charge of the health 
care programs like neighborhood health centers, family planning, and 
so forth. 

I can tell you that one of the significant differences that began to 
occur when the new administration came in was the access I would 
have as a top professional in the Federal Government to the Congress. 
Never before in my experience in the Federal service was I not given 
the opportunity to represent directly the accountability I felt 1 had 
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not just to the executive branch of Government, but to the committees 
of the Congress that had responsibihties in this regard. All I can say 
is that we began to experience in the first year of this administration 
some inliibitions in that regard that made it very difficult to carrj' out 
my sense of what a top carrer official in health care delivery services 
in the Federal Government had as an expectation of his role. 

I will never forget in the early days of Secretary Finch's tenure, that 
at his encouragement, when we took some of the health care legislative 
initiatives for consideration by the Budget Bureau, people in the 
Budget Bureau sajdng "how can all of you over in HEW work out 
health care programs before the President works out what his economic 
strategy is going to be?" I will never forget Mr. Herbert Klein being 
present at that meeting and raising that question. I wasn't sure what 
he meant at the time. We soon came to learn that the economic strat- 
egy was going to mean a massive reduction in Federal spending in 
health, and no matter what the rhetoric claimed. New program ini- 
tiatives were not welcome because they really meant evacuation of 
present programs and suggesting new ones that were necessary in terms 
of the Nation's need. So that level of piiority became apparent very 
soon. 

But I think the straw that broke the camel's back was the issue of 
the politicalization of HEW itself. It was made very clear to me that 
it was felt that the top administrator of the Health Services and 
Mental Health Administration should not be a career official of the 
U.S. Government, as had been the conceptualization of Mr. Gardner's 
reorganization of HEW. And when it became clear that what they 
wanted to do was make a political appointee the head of HSMHA, 
NIH, and the other top agencies, that they wanted me to recruit 
people who were political appointees the agency head, causing a 
politicalization process without precedent of these agencies. That is 
when I left for New York City, having submitted my resignation. 

Mr. HuDNUT. Thank you. If I may pursue this for just a minute— 
are you short of time? 

Mr. ROGERS. GO ahead. We do have a panel, but you may proceed. 
Mr. HuDNUT. If I may ask you cone more question, how do you 

view the relationship between HEW and this committee? You have 
used the phrase "congressional initiative." You, sir, have implied 
that the intent of the Congress is sometimes at odds with the bureauc- 
racy in HEW. Which is the cart and which is the horse? Or put it 
this way, do you feel that the legislative branch should develop the 
policies which the executive should then implement, or do you think 
that so far as the executive itself is concerned it has the freedom and 
the authority to develop and implement policy on its own irrespec- 
tive of what this committee might desire or the Congress might 
desire? 

Dr. MACLEOD. Briefly, as far as management principles are con- 
cerned there are any number of ways of getting a job done, but I 
think it is clearly the responsibility of tliis committee and of the 
Congress to develop the policy that the administration is then respon- 
sible to execute. They then nave certain degrees of freedom within 
which they can work, and it is this issue that I have tried to high- 
light; for that is one of the problems that exists between the adminis- 
tration and the Congress. In this sense I think the career bureaucracy 
does not like to find itself in the uncomfortable position of sometimes 
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not being consistent with the intent of Congress, as I tried to analyze 
in my statement. 

Mr. HASTINGS. Would the gentleman yield? Both of you gentlemen 
worked for a long time, I take it, in HEW, or at least for a substantial 
amount of time. You know, we talk about what the Congress does 
and how we should have the initiative, but you know both, I am sure, 
that we today have authorized programs in HEW alone that if fully 
implemented would take an additional $250 billion. Now how would 
you equate the two? Now it is all right to sit there as ex-HEW officials 
and criticize the relationship between HEW and the Congress, but 
you both know Secretary Weinberger has stated, and it is backed 
up with figures, if you fully implement everything we have given 30U— 
and I might say quite often at the request of people in the bureauc- 
racy—that j'ou will come up with an annual budget increase of $250 
billion, which equals almost our current Federal budget. 

Dr. ENGLISH. Well, let me speak to that, Mr. Congressman, 
because I believe it is a good point. 

Mr. HASTINGS. I know it is a good point. 
Dr. ENGLISH. My own feeling is that the executive branch of 

Government ought to take the initiative in proposing to the Congress 
its view of what the Nation's needs are. I think part of the reason 
you have the reaction in the Congress which can lead to some of 
the problems that you have talked about is because the executive 
branch of Government has failed to do that adequately in recent 
years, and that what the Congress is reacting to, and in a way that 
it can't because of the waj^ it is structured, is in effect a default of 
the executive branch in this regard, and I think that poses a problem 
for the country. 

Part of the reason why I support this reorganization is because I 
think that Assistant Secretary Edwards as a strong Assistant Secretary 
will not only be helpful to the executive branch, but helpful to the 
Congress in this regard as well. If somebody else were the Assistant 
Secretary I might not feel that way. But I think he will. 

I think that once the executive branch has brought proposals up 
here which the Congress then passes on and makes the law of the 
land, not only in terms of the way in which the programs are to be 
administered, but the amounts of money to be used, then it is the 
duty and the responsibility of the executive branch to respond to 
that mandate. Our problem is that neither of those things are hap- 
pening right now, and that is why we have a congressional reaction. 
The executive branch has been deficient in proposing to the Congress 
the things that are important for the Nation's health care needs. 

Mr. HASTINGS. Well, it's awfully easy, of course, to sit in an 
agency or in the connection you have got today and talk about lack 
of money primarily as being the major problem but I don't see it 
coming up or anybody else saying, "Let's increase taxes, then, to pay 
for it," and that's our problem. 

We are $5 billion in the hole over and above our own limitation 
right today. The Congress, this Congress passed a limitation on 
spending. We are $5 billion over it today. 

Now, you know, why don't you stand up and say, "Let's increase 
taxes, then, to pay for the extra money and health care we all feel 
we need"? I don't tliink anybody on this committee doesn't think 
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we need more but somewhere along the line we are going to have to 
raise the monej* to pay for it. 

Dr. ENGLISH. Mr. Congressman, I couldn't support that propo- 
sition without an opportunity to explain  

Mr. HASTINGS. I'm sorry, it sounds a little bit like the ins and 
outs. I will yield back to your time. 

Dr. MACLEOD. Mr. Hastings, may I respond to your charge of 
ins and outs and increased taxation? 

Mr. HASTINGS. Sure. 
Dr. MACLEOD. The HMO activity has shown consistently over 

the past several j-ears it is able to provide health care at a reduced 
cost and I think that the decategorization of the HMO program now 
may lose some of the impetus that has been gained b}' the adminis- 
stration's initiative to reduce the cost of health care services that 
wouldn't require additional Federal money in the long run. This is 
not a question of ins and outs, rather one of an effort toward cost 
effectiveness. 

Mr. HASTINGS. I will respond to that that I think the committee 
is well aware of the potential of the HMO. We worked on it long 
enough and hopefully at 11:45 a.m. today we are going to have an 
opportunity to implement what the committee has been working on. 
Believe me, I am verj' much convinced of the efficacy of HMO's and 
I am sure this entire committee is. 

Mr. CARTER. Will the gentleman yield? 
Mr. HASTINGS. Mr. Hudnut has the time. 
Mr. HUDNUT. 1 will yield. 
Mr. CARTER. You yield? 
Mr. HUDNUT. Yes, sir. 
Mr. CARTER. Thank you, sir. 
What are you doing at the present time, please, sir? What is 

your  
Dr. ENGLISH. I am president, Mr. Carter, of the New York Health 

and Hospitals Corp. 
Mr. CARTER. Health and Hospitals Corp.? 
Dr. ENGLISH. Yes, sir. 
Mr. CARTER. Tell me something about this organization, please, 

sir. 
Dr. ENGLISH. Yes. It is a public benefit corporation set up by the 

law of the State of New York which manages the 19 municipal hos- 
pitals of New York City which is the major source of health care for 
about 2 million people in New York City and which is beginning to 
assume the personal health care services of the health department 
and the mental health department with an eye toward developing 
comprehensive health care services for the citizens of New York City. 

Mr. CARTER. For all the citizens or just partiular groups of citizens? 
Dr. ENGLISH. Well, the mandate of the law which creates us limits 

us to no particular group. It says that we should be the body created 
by the State legislature to be concerned about all the citizens of the 
city of New York. But our primary concern are those people that can- 
not be served by voluntary hospitals for one or another reason— 
their inability to pay—and so we, therefore, have a major respon- 
sibility for the 1)4 to 2 million poor people in New York City. 

Mr. CARTER. Are these people getting adequate care now? 
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Dr. ENGLISH. In my judgment, sir, no, they are not. 
Mr. CARTER. Thank you, Mr. Chairman. 
Mr. ROGERS. Thank you. Mr. Kyros? 
Mr. KTROS. Thank you, Mr. Chairman. In the interest of time 

and particularly because I beUeve we should listen to the distinguished 
panel that is here, as I understand we are having a 11:45 a.m. markup 
session in the full committee, I wall ask no questions at this time. 

Mr. ROGERS. Thank you. Mr. Nelsen, did you have any  
Mr. NELSEN. NO questions at this time. 
Mr. ROGERS. Mr. Roy? 
Mr. ROY. I would like to thank you for your presentations and 

I would like to a.sk you, Dr. MacLeod, a little bit about how the HMO 
service worked formerly and how it will work under the new organi- 
zation. 

You state it has been reduced to a desk function of five or six 
Eeople. Now—and then we have seen the organization charts of the 

ealth services administration with the bo.x for health development, 
organizational development, and so on. Formerly, if j'ou wanted to 
develop policy- with regard to HMO's how would you develop policj'^? 
Or if you wanted to develop organization, how would you aevelop 
organization? 

Dr. MACLEOD. Briefly, the HMO service was set up as a program 
activity within HEW. There was a director and three divisions 
that were responsible for carrying out the functions of the program. 
The director was assisted by an executive officer who had responsi- 
bility for administration, grant, and contract activity. The director 
also had responsibility for accounting for the funds expended by the 
program. 

The three divisions directly responsible for the operating functions 
of the HMO service were the technical assistance division whereby 
developing HMO'S were provided technical assistance, the health 
services delivery division, which was concerned with quaUty assurance 
and manpower problems in HMO's, and the office of consumer affairs 
called the office of consumer education and information. There was 
also a project management or monitoring activity housed within the 
HMO service. 

In addition, there were three, four, or five people in each of the 
regional offices who extended the central office acti\nty. The combined 
central and regional office staff were able to carry out and implement 
the policies and the programmatic decisions made at the central level. 

Mr. ROY. NOW, let me ask under the new program, the new reorga- 
nization program, if you wanted to have technical assistance, where 
would you turn? Would you turn to the other five people on the desk 
or would you turn to the health services administration and one of the 
five delineated areas within that service? 

Dr. MACLEOD. My understanding is that the desk will probably 
have two or three professionals and two secretaries or clerical person- 
nel, plus an assistant bureau chief who will oversee the activities of 
that desk, so there may be as many as four people to carry out pro- 
fessional duties. 

The basic responsibility of this unit will not be for grants and con- 
tracts, nor for financial accountabiUty, but will simply be for coordi- 
nating the HMO activities, calling upon the much larger and more 
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cumbersome units of policy development, oi^anizational development, 
monitoring and analysis, clinical services, et cetera. 

The bulk of the activity in these decategorized areas will be reported 
to top management which \vill have control over all contract and 
grant activity that presumably will be initiated by the eflforts of small 
coordinating groups at the desk level. 

Mr. ROY. If you wanted someone in policy development to do 
something to move ahead with HMO's and you asked them to do so 
and they say "No," then what is your recourse under the new organi- 
zation? Do you understand what your recourse would be? 

Dr. MACLEOD. I don't, Mr. Roy. The reason that I don't is that 
there is no precedent within the health services delivery arjn of govern- 
ment for this particular type of organizational arrangement. But let 
us examine, for example, the decategorized area of policy development. 

My guess is that under any circumstance where you would have a 
problem in this area, the person on the desk will go directly to the 
assistant bureau chief, who in turn will report it to the bureau chief, 
who then will direct the policy development chief, who will translate 
the message to his division chief, who will then direct action at the 
branch chief level. You will find yourself now going up and around the 
horn in order to get poUcy development accomplished. 

Mr. ROY. So I assume if the bureau chief says the chief of the 
health services administration says, "Yes, we would like to do this," 
then he would go to policy development and policy development said, 
"Well, Mr. Bureau Chief, we are busy developing policy for Indian 
Health or National Health Service, and we can't possibly do it unless 
we drop what you asked us to do 2 weeks ago," he would come back 
to you and say, "This can't be done at this particular time and could 
be done at some other time"? Is this about the way  

Dr. MACLEOD. I think that is a reasonable conjecture of what could 
happen under tliis particular management organization. 

Mr. ROY. Now, in the regional office, is it your understandmg that 
the people in the regional office will report directly to the director of 
the HMO desk or will they report to their regional director who will 
report to the assistant secretary and will go up and around that horn 
again? 

Dr. MACLEOD. The letter is correct, although I think it is fair to 
say that the transition toward this activity has been going on for the 
past few years, and we have had a biifurcation of responsibility 
between the central and the regional offices during that time, whereby 
the regional office personnel reported to the regional health director, 
who in turn reported to the regional director, but at the same time 
there were very close linkages back to the program level at the 
central office. These linkages required strong nurturing by the pro- 
gram. 

Mr. ROY. Does this, in your opinion, offer a greater danger to new 
program initiatives such as HMO or such as PSRO than it offers the 
established programs such as Indian health service or neighborhood 
health centers or family health centers? 

Dr. MACLEOD. Decategorization has not affected all of the program 
activity within HSMHA but it has affected a large group oi service 
activities, so I think it is probably going to have the greatest impact 
on that group I mentioned, specifically the national health service 
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corps, family planning, maternal and child health, neighborhood 
health centers, migrant health, and HMO's. 

Mr. ROY. We pay our respects or we indicate our regard again 
and again to liaving professional poeple running these highly sophis- 
ticated programs in order that they maj' deal with the skilled people 
in the private sector, in State government and so on. 

There have been indications that many people, many professionals 
in government are there because they see the opportunity to 
accomplish some goal that they think is good for medicine or the 
American people or both. 

I think I can say freely that in my brief time here I have seen this 
feeling with regard to you. I certainly have this feeling with regard to 
Dr. Bauer, who came in in the PS]S,0 service. There are indications 
that this reorganization will be destructive to the exercise of the 
professional judgments of the individuals who are coming in in an 
attempt to organize and execute these programs. 

May I a.sk you how you find the morale to be over at HEW at the 
present time among the professionals who will be asked to execute 
programs under the reorganization? 

Dr. MACLEOD. Well, morale during any reorganization is going to 
be a problem. I think specifically during this reorganization the 
resignation, retirement, or reduction in status of one-third to one-half 
of the former program directors within HSMHA has created a sense 
of impermanence and a lack of stability within that agency or its 
successor agencies. 

As one example of increasing demoralization I am reminded of an 
anecdote which I think is worth recounting and that is that a senior 
woman executive in HEW approached me in the corridor in front of 
the executive suite of the Parklawn Building, grasped my hands in both 
of hers and said, "Congratulations, Dr. MacLeod. I only wish that 
several other of us could do what you are doing." Similarly, I have 
received correspondence to this effect both from inside and outside the 
HMO Service. 

There is, in addition, a specific problem with any type of reorgani- 
zation and that is personnel reassignment and the considerations of 
program identity for such personnel. 

If the personnel have identified with the program and, therefore, work 
a little bit harder, a little bit longer, and maybe an occasional weekend, 
it's possible when they are doing it for HMO's or family health centers 
or maternal and child health or family planning, but if organizational 
development, policy development, or monitoring and analysis is where 
the groat bulk of effort is going to be, I think there will be a much more 
difficult process of indentification for personnel working in these new 
units, thus negatively affecting productivity and morale. 

Mr. ROY. Thank you. Dr. MacLeod. Dr. English, I had just a 
couple of questions that I wanted to ask you. 

In a HEW working paper on reorganization, it stated: 
There are serious differences between regional offices and headquaters staff with 

regard to the manner of achieving objectives. Headquarter programs have viewed 
some efforts in integration as obstacles to the achievement of national program- 
matic objectives. 

Now, I read this to say that headquarters staff is always or almost 
always anxious to carry out the program as directed by the Congress 
and that the regional staffs find this to be very difficult at times and 
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they respond negatively to this attempt. Is this true? Is this your ex- 
penence? 

Dr. ENGLISH. I think it certainly can be because I don't think the 
regional staff deals with the Congress by and large. I don't think it is 
as aware as the central program leadership would be of the congres- 
sional intent or executive branch intent. 

Mr. ROY. DO you feel that decentralization can be used to avoid 
congressional intent? 

Dr. ENGLISH. Yes, sir; I do. 
Mr. ROY. A second thing I wanted to ask you about is the state- 

ment in the same paper which states: 
The fact that regional offices receive separate allocations tied to individual ap- 

propriations instead of a consolidated operating budget is viewed as a constraint 
to their ability to integrate activities. 

I asked the question yesterday and unfortunately, there wasn't 
time, as to whether or not it is planned that regional offices would 
f;et consolidated operating budgets. Now, I think you have probably 
orgotten more about most of the presently operating health legisla- 

tion than I have been able to learn in the brief time I have been in 
Congress but may I ask you, do you believe that it is possible under 
the present laws to provide consolidated operating budgets to the 
regional offices? 

Dr. ENGLISH. No, sir, not if one is to fulfill adequately the pro- 
fram intent or the congressional intent. It seems to me if the executive 

ranch wants to have greater flexibility in utilizing budgets appro- 
priated to it by the Congress, then it has the responsibility of going 
to the Congress and saying that—explaining the case for it and 
fetting the laws changed so it can be possible. That can be done and 

don't think that the way to handle that problem is to in effect 
subvert the intent of the law administratively by creating a manage- 
ment situation in the regional offices where the Congress is going to 
have infinitely more difficulty in maintaining the accountability and 
in fact, doing something which may fly in the face of congressional 
intent. 

I do think that is the way, imder the law of the land, we ought to 
approach things. 

Mr. ROY. DO you think the feeling that this might be an attempt 
to accomplish administratively that which has not been accomplished 
legislatively is an indication of paranoia and high su.spicion or do 
you feel we really have some facts upon which to base this type of an, 
at least caution with regard to this happening? 

Dr. ENGLISH. Well, sir, I think, ancf I must say this is my personal 
opinion, that it is not only an effort to accomplish administratively 
what may be questionable both programmatically and in terms of 
legislative intent but I would go further than that and say it is part 
of a political strategy. It is extremely difficult for the Congress to 
receive from that kind of administration the accountability which 
under our form of government, is proper. So I feel it is not just an 
administrative strategy, but is part of a political strategy that I got 
some understanding of in the very early days of the new 
administration. 

Mr. ROY. DO you think the Congress has the power to act to 
thwart this reorganization? 

25-7IJ O - 14 -• 9 
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Dr. ENGLISH. Yes, sir. I think that is very relevant to this issue of 
reorganization with which you are conemed. I would be less con- 
cerned about trying to organize the executive branch from the stand- 
point of a congressional committee. I think that you understand the 
problems that you have in trying to do that. 

Part of the reason why 1 support this reorganization is because, 
I know the professional and personal integrity of Dr. Edwards. I 
worked with him before he came into the Federal Government and 
I worked with him as a peer in the Federal Government and I think 
that what he is trjing to do in developing a strong Assistant Secretary 
for Health is something that really has been evolving long before 
his tenure and there is great need for it. 

It seems to me the implications of that for the committees of the 
Congress is to make him accountable and to insure—because in the 
construct of his new office there is no question who is accountable 
to the Congress for the relevant laws being executed. I think that 
protects him from political thrusts that have to do with decentrali- 
zation and other kinds of things over which he has effectively no 
control. You can strengthen him in such ways that he, as the top 
health officer of the U.S. Government, is not a victim as I have seen 
other men in his position become. 

Mr. Roy. I very much appreciate your statement and j'our an- 
swers to my c|uestions. I feel that it is extremely important that you 
have emphasized to us the strengths which the Assistant Secretary 
should be able to achieve if we are going to have an effective admui- 
istration of health programs, and I share with you your high regard 
for Dr. Edwards. The things that I heard and the things that I felt 
at the time of his appointment were that everybody here in the 
Congress and generally within Government were very pleased by 
this appointment of Dr. Edwards to the Assistant Secretary for 
Health. 

It appears to me that we have sort of a half-a-loaf situation. We 
would sort of like to take the top level reorganization which strength- 
ens Dr. Edwards but I thuik it is not in the best interest of health 
programs to take the lower level decentralization political reorgani- 
zation of HEW, which will, I believe, make it difficult for the Congress 
and will make it difficult for any new programs to be established 
because I am afraid that with diffusion of tiiese programs and without 
individuals answerable to the director of the programs that the 
enemies of the program will have many-fold increased opportunities 
to destroy those programs. I think if we are gomg to move ahead 
with the only two important initiatives in the last 5 years in the 
health care field, that is PSRO's and HMO's, we are going to have 
to do something to make sure those two services are strong services 
and the progessionals who head up those services have the funds 
to move ahead with those programs. 

Thank you, again. 
Mr. ROGERS. Mr. Nelsen, do you have some  
Mr. NELSEN. In the statement, you are Dr. MacLeod? 
Dr. MACLEOD. Yes, sir. 
Mr. NELSEN. I note your reference to HMO's the past 2 years is 

based on the 44-year history of prepaid group practice plans. Now, 
I didn't realize that HMO's went back 44 years. How did they get 
organized 44 years ago, 10 years ago, 5 years ago? 
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Mr. Carter. Mr. Chairman, will the distinguished gentleman yield? 
Mr. NELSEN. I will be happy to. 
Mr. CARTER. We maj' have had groups which under another name 

were HMO's. Actually, the name "HMO's" was invented in 1971. 
Mr. NELSEN. Yes, I know that, but I mean the .system is what 

you are talking about, not the name that may be given, but anyway, 
they have existed for a long time.  Dr.  MacLeod, have they not? 

Dr. MACLEOD. The history of HMO's dates back to the beginning 
of the prepaid group practice plans. There were two founded in 1929 
and another one in 1937. A few began after World War H, and today 
there are, or as of 1970, some 30 HMO's, or prepaid group practice 
plans that later were to be called HMO's. 

These organizations generally came into being in a number of 
ways. One was through a cooperative arrangement whereby a local 
cooperative .set up the plan which gradually grew; another was 
industry-sponsored; a third was sponsored by individual phj'sicians 
in solo practice particularly in the case of the medical care foundation 
of which the San Joaquin Medical Care Foundation in California 
is the forerunner. 

These organizations almost always met with great difficulty in 
obtaining the initial funding necessary to get them off the ground 
because of the shortage of front-end money. But oftentimes they 
pieced together sufficient funds to get the planning of the program 
going which usually took 2 or 3 years. The program was then able to 
to grow on its own after an additional 2 or 3 years of deficit operation. 

The limited number of HMO's over a 40-year period reflects the 
difficulty in getting HMO's going. 

Mr. NELSEN. Now, through the hearings on HMO we became 
aware that without question many of them have done a very fine 
job. I always think of the one up at Two Harbors, way up in the sticks, 
shall we say, and that has been very successful. It has perfonned a 
service and they have done it on their own. 

Throughout the hearings on HMO, it has always been my position 
that whatever we do should not be setting one group up with a finan- 
cial advantage over another group and that the existing health delivery 
systems should not be put at a disadvantage by subsidy to another. 

Now, I have no objection to establisliing feasibility, studies to try 
to lay out the structure, to help in that way, but when you start going 
beyond that, then you begin to put other systems at a disadvantage. 

We tried to move in that direction in the proposal that we have 
finally worked out but I want to call attention to your reference to 
impoundment of funds and refers to the gosh-awful situation where 
dollars are held back. 

Well, I learned that the medical school in the State of Minnesota, 
we had part A, B, and C. You may know a little bit about the back- 
ground. A is approved, B and C coming up to meet our requests for 
more doctors. I learned that the School of Veterinary Medicine is not 
getting the money that we committed to them. 

I learned that our new start medical schools aren't getting their 
money so at a breakfast meeting of the board of regents. University 
of Minnesota, and Malcolm Moos the president of the University of 
Minnesota, came in and they laid their cards on the table. Then we 
considered the HMO the same dav and I voted no because we were 
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adding more than we could fund and we weren't funding what we 
already had, so we have reduced it and we have reduced some of the 
terms in the bill and I believe we now have a saleable, liveable, 
attainable level in the HMO bill. So it isn't always easy in this area of 
Government and I have been in it along time, much longer, I think, 
than most any member of this committee, and I have seen this time 
after time, and therefore I try to proceed toward a goal that is 
attainable, one that you can sustain also, and that's what we have 
been trying to do. 

I notice that the last paragraph on page 4, you refer to, "Moreover, 
it seems ironic that the new breed of managers could fumble in laying 
the groundwork." 

Now, I wondered about the "new breed," what you have in mind. 
Have you somebody in mind down there that is in that category of a 
new breed? I wondered if you had any particular person you wanted 
to identify. 

Dr. MACLEOD. Well, I expressed my concern in the context of the 
material in ray opening statement that there is an obvious problem 
with the appointment of management people without health experi- 
ence having to make decisions about health care delivery and health 
care services. At least one action of that kind was publicly announced 
in the newspapers—in the Washington Post on May 5. 

Mr. NELSEN. NOW, on the impoundment thing, I'd like to make 
some comment  

Mr. HASTINGS. Before you do, would the gentlemen yield? 
Mr. NELSEN. Yes. 
Mr. HASTINGS. Did Procter & Gamble ever hire management 

people that didn't know how to make soap? 
Dr. MACLEOD. I think it's fair to say yes, sir. 
Mr. HASTINGS. I think they probably did. I understand you worked 

for them. 
Dr. MACLEOD. Yes, sir. 
Mr. HASTINGS. I did, too, incidentally, but it's not unusal to have 

top management people who are not necessarilj^ experts in the field 
they are going to manage. That is my only point. Thank you for yield- 
ing, Mr. Nelsen. 

Dr. MACLEOD. I agree with you wholeheartedly that management 
personnel are necessary in the health services field. The question is 
whether they are going to have to be put in the position to make deci- 
sions with respect to health care service? and health care delivery with 
absoultely no experience in the health care field. 

Mr. NELSEN. Another question  
Dr. ENGLISH. Could I just make one comment because I can't re- 

sist. I think one of the problems sometimes that Dr. MacLeod is speak- 
ing to is that sometimes management people, and I don't mean to be 
prejorative about them because we need them, can confuse the deliv- 
ery of health care with the making of soap, and I think that was his 
point. 

Mr. NELSEN. Kind of clean it up a little; is that it? 
On the impoundment provision, I believe the Congress of the United 

States consistently likes to pass the buck to the President on his right 
to freeze funds and do things. I want to, for the record, refer once more 
to the debate on the floor of the House on the ceiling on spending dur- 
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ing which Wilbur Mills, a Democrat, made a speech and he said that 
we have got to quit doing this and that we are not meeting our respon- 
sibility, we are not showing restraint, and if we keep on the way we are 
going we are going to run into trouble. 

The next speaker was Bill Colmer, chairman of the Rules Commit- 
tee, a Democrat. He said the same things; we are at the crossroad. 
Next was George Mahon, chairman of Appropriations, a Democrat, 
and he said the same thing. 

When it comes to impoundment and budget control, there is an ex- 
ecutive responsibiht)', there is a legislative one, and that's the why it 
ought to be. Now, some funds have been withheld but most of your 
HEW budget is uncontrollable. You have onlv a limited dollar figure— 
I think it is $12 billion of the $80 billion—only $12 billion of discre- 
tionary authority and we keep adding program on top of program and 
many are good and I would like to have all of them but you simply 
don't have the dollars there to do it. I am only saying this because I am 
sure that you recognize as we do and I am sure in the area of reorgani- 
zation that there is bound to be some area that could have been better 
designed but these evolve by experience. 

Now, I ran REA and we reorganized a couple of times. I had some 
leaks down in my Department. I cured them, really soldered them up 
good, but sometimes you need to reorganize and I'm sure we know that 
there are times when that's necessary. I thank the gentlemen now. 
There is no charge for the speech but I had to get it off my chest. 

Dr. MACLEOD. May I spealk to that point, sir? 
Mr. NELSEN. Yes. 
Dr. MACLEOD. My opening statement was directed toward or- 

ganizational management concerns within the Department. I made 
no mention of impoundment or of fiscal concerns or of political con- 
cerns. I was highly specific with respect to organizational management 
and I should like to echo and reinforce the concerns expressed by 
Dr. English about the need for medicaid and medicare to be under 
the direction of someone as competent as Dr. Edwards. I should 
like to repeat my commendation of the reorganization with respect 
to the Office of the Assistant Secretary of Health and with respect 
to the reorganization or restructuring of HSMHA into three new 
agencies. But with respect to the last two tiers of reorganization, 
namely, decategorization and regionalization, I think specific questions 
have to be raised and looked at by this committee and I appreciate 
the opportunity to appear before you. 

Mr. NELSEN. Thank you. Thank you very much. Pardon me. 
Mr. ROGERS. Thank you very much. \our testimony has been 

most helpful to the committee. We are grateful for your presence here 
today. 

Dr. ENGLISH. Thank you, Mr. Chairman. 
Dr. MACLEOD. Thank you, Mr. Chairman. 
Mr. ROGERS. The committee expresses its thanks. 
I might say I see in the audience a former Assistant Secretary 

for Health who had a distinguished career in Government and I 
would like him to stand and allow the committee and those present 
to recognize him. Dr. Du Val. 

[Applause.] 
Mr. ROGERS. I know the panel is not going to be pleased with 

this and I am sorry to have to say it but we do nave a full committee 
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meeting that is most important and if you will bear with us and 
could return at 2 o'clock  

Mr. NELSEN. Couldn't we finish up now, Paul? 
Mr. ROGERS. I would not want to have you violate your duty to 

the full committee, so under those circumstances we will adjourn 
until 2 o'clock this afternoon. 

[Whereupon, at 11:45 a.m., the hearing was recessed, to reconvene 
at 2 p.m.] 

AFTER RECESS 

[The subcommittee reconvened at 2 p.m., Hon. Paul G. Rogers, 
chairman, presiding.] 

Mr. ROGERS. The subcommittee will come to order. Other members 
are on their way, but 1 tliink we will get started at least, and get the 
pannel situated where we can begin. We welcome those members of 
the panel and would appreciate your coming to the. table. 

Dr. John A. D. Cooper, president of the Association of American 
Medical Colleges; Dr. Donald Comely, professor and chairman, 
Maternal and Child Health, Johns Hopkins University School of 
Hygiene and Public Health; Mrs. Jeanne Rosoff, director of Planned 
Parenthood Federation of America; Dr. Eileen M. Jacobi, executive 
director, American Nurses Association, accompanied by Mrs. Con- 
stance Holloran—and we wall be glad for you to sit at the table with 
them—and Dr. I. Lawrence Kerr, who is representing the American 
Dental Association, accompanied by Mr. Hal M. Christensen, director 
of the Washington office. 

We welcome all of you and we are sorry the hearings this morning 
took so much time so we have had to delay you in giving your tes- 
timony. We apologize for that, but it couldn't Le helped this morning. 

However you desire to proceed will be fine. Dr. Cooper, did you want 
to start us off? 

STATEMENTS OF DR. JOHN A. D. COOPER, PRESIDENT, ASSOCIATION 
OF AMERICAN MEDICAL COLLEGES; MRS. EILEEN M. JACOBI, Ed. 
D., R.N., EXECUTIVE DIRECTOR, AMERICAN NURSES ASSOCIATION, 
ACCOMPANIED BY CONSTANCE HOLLORAN, DEPUTY EXECUTIVE 
DIRECTOR; DR. I. LAWRENCE KERR, IN BEHALF OF THE AMERI- 
CAN DENTAL ASSOCIATION, ACCOMPANIED BY HAL M. CHRISTEN- 
SEN, DIRECTOR, WASHINGTON OFFICE; MRS. JEANNIE I. ROSOFF, 
DIRECTOR, WASHINGTON OFFICE, PLANNED PARENTHOOD FED- 
ERATION, INC.; AND DR. DONALD A. CORNELY, IN BEHALF OF 
THE AMERICAN ACADEMY OF PEDIATRICS 

Dr. COOPER. We haven't caucused or anything, Mr. Chairman, 
but if it is agreeable. 

Mr. ROGERS. And I might say we will make your prepared state- 
ments part of the record if you would desire. 

Dr. COOPER. Mr. Chairman, the Association of American Medical 
Colleges welcomes this cpportunity to comment on the need for sound 
organization and administration of Federal health programs in the 
context of the July 1, 1973, administrative reorganization of the Health 
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Services and Mental Health Administration in the Department of 
Health, Education, and Welfare. 

Now in its 97th year, the association represents the whole complex 
of persons and institutions charged with the undergraduate and grad- 
uate education of physicians. It serves as a national spokesman for 
all of the 114 operational U.S. medical schools and their students, 
400 of the major teaching hospitals, and 51 learned academic socie- 
ties whose members are engaged in medical education and research. 
The association and its membership thus have a deep and direct 
interest in the organization and administration of Federal health 
programs. 

The medical schools receive Federal assistance through congression- 
ally enacted programs from a number of departments and agencies. 
The principal source of assistance is the Department of Health, 
Education, and Welfare. Within the Department, the principal 
agencies providing funds are the National Institutes of Health— 
through its research and education assistance programs—the former 
Health Services and Mental Health Administration—through its 
research, community service, and construction programs—and the 
Social Security Administration and Social and Rehabilitation Serv- 
ice—through their medical assistance programs. 

The principal interests of the a.ssociation in the July 1, 1973, 
administration reorganization of the Health Services and Mental 
Health Administration are the assignment of the Regional Medical 
Programs Service and the Health Care Facilities Service to the new 
Health Resources Administration and the transfer of the Bureau of 
Health Manpower Education from the National Institutes of Health 
to the Health Resources Administration. At the same time, the 
association stresses that while these are its principal interests, its 
general interest includes all of the reassignments and transfers asso- 
ciated with the reorganization. 

In this statement, the association is commenting also as a member 
of the Federation of Associations of Schools of the Health Professions. 
The federation was organized in 1968 to bring together health edu- 
cation groups with similar interests for discus-sion, cooperation, and 
action on a national level. The various institutions represented by 
the association members of the Federal are responsible for the edu- 
cation of health professionals in the United States who bear the 
responsibility for maintaining the health of its citizens. 

This statement presents the association's concerns with the reor- 
ganization of the Department's health agencies and with the decen- 
tralization of Federal health programs administration and the associa- 
tion's recommendations for the organization and administration 
of Federal health programs. 

AAMC   CONCERNS WITH  REORGANIZATION 

The latest reorganization of the health agencies of the DHEW 
expanded the number of agencies reporting directly to the Assistant 
Secretary for Health from three to five; abolished the 5-year-old 
Health Services and Mental Health Administration; reassigned 
most of its former functions to a new Health Resources Administration 
or a new Health Services Administration; upgraded the Center for 
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Disease Control; reassig^ied the National Institute of Mental Health 
to the NIH; and transferred the Bureau of Health Manpower Educa- 
tion from the NIH to the Health Resources Administration. 

In announcing the reorganization, HEW Secretary Caspar W. 
Weinberger said: 

I am confident that this restructuring of the agencies reporting to the Assistant 
Secretary for Health will increase the efficiency and effectiveness of the Depart- 
ment's health programs and facilitate the development of sound policy in this 
area of our responsibility. 

The association agrees with the objectives described by the Secre- 
tary. Its concerns arise because it is not clear how those objectives 
are to be met through the reorganization. The association's concerns 
involve the seeming concentration on health agency reorganization, 
for its own sake; the  transfer of the health  education assistance 
f»rograms from the NIH; and the omission of medicare and medicaid 
rom the health programs for which the Assistant Secretary is directly 

responsible. 
REORGANIZATION  FOB  ITS   OWN   SAKE 

While there is widespread agreement among persons in the Federal 
Government and outside of it that the administration of Federal 
health programs needs improvement, and that some reorganization 
probably would help, there appears to be excessive interest in reor- 
ganization, merely for its own sake. It sometimes appears as though 
there was hope that simply shifting boxes on an organization chart 
might magically result in an optimum arrangements, producing the 
sought after improvement in health program administration. The 
various health agencies of the PIEW have been organized, transferred, 
and assigned,  and then reorganized, retransferred, and reassigned. 

No single arrangement ever seems to have been tested long enough 
to provide an assessment of its efficiency and effectiveness. It seems 
unfortunate that now yet another reorganization is underway, with 
no clear advance indication that it will be any more successful in 
improving Federal health program administration than any of its 
predecessors. 

TRANSFER  OF  THE   BHME 

The Bureau of Health Manpower Education administers the 
various programs of direct Federal assistance in the undergraduate 
education of health professionals. As a result, it is the Federal agency 
most directly related to those activities associated with the teaching 
function of the medical schools. The inclusion of the Bureau in the 
National Institutes of Health, whose research institutes and divisions 
support much of the biomedical research carried out in the medical 
schools, has seemed an appropriate grouping of related responsibilities. 

When you separate the Bureau from the NIH we think it may 
dismantle some of the synergism which has occurred in the inter- 
actions of research and professional education. Dale Wolfle, in a very 
thoughtful book, "The Home of Science," has pointed out that the 
strength of American science has come from the fact that it was 
developed within educational institutions, was closely related to 
educational programs, and thus provided not only advancement of 
knowledge, but did strengthen our whole educational program, not 
only in the health area, but in other areas. 
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We are concerned that the separation of these two parts into 
different aspects of the Department may really reduce some of the 
synergism which we think has been very important in institution 
building which is the sine qua non of producing good health profes- 
sional manpower. We are also concerned about the omission of 
medicare and medicaid from the purview of the Assistant Secretary. 

This is the largest segment of the Department's health spending. 
It is true that some have argued that these programs are to a degree 
income maintenance programs. At least there are some who hold this 
view. 

We think this is not the case, that these really are major health 
Eroo;raras, and that they have an important impact upon the American 

ealth care system. For that reason, they should be rightfully included 
in the framework of other Federal health programs. 

For only in this way can there be developed a coherent national 
policy on health, encompassing the conduct of biomedical research, 
the education of health personnel, and the delivery and financing 
of health care. 

We would also like to echo many of the things you heard this 
morning about decentralization. There is a great emphasis in the 
present administration of the Department in decentralizing the 
programs of the Department to the regional offices of HEW. You 
have heard a great deal this morning about some of the problems 
which Dr. English and Dr. MacLeod saw in this decentralization. 
We believe that it will be counterproductive to the advancement of 
health programs; it will fragment the programs into arbitrary seg- 
ments which will not produce a coherent or national whole; the decen- 
trahzation of these activities would be a very grave misapplication of 
sound fundamental principles of the American Government. 

We think that by decentralizing these programs, it is going to 
increase the difficulty of Congress maintaining any sort of oversight 
of the activities related to legislation that it has passed. In contrast, 
in the present situation. Congress can get a much better view of the 
national scene. 

We can't understand how they are going to allocate the funds to 
the various regions, as they propose. The regions are different in 
size, resources, and needs; and it is going to be a very complex matter 
to decide how to allocate the funds provided to these regions. 

We agree with the statement that Dr. English made this morning 
that it is going to be very difficult to attract the kind of health pro- 
fessionals into the administration of these programs at the regional 
levels which will make them effective and efficient. 

We have heard, as well as he has, that many of those who have been 
asked to go to the regional offices will not go; and we stand a chance of 
losing a lot of the health professionals that have been brought into the 
Federal Government. 

The other great problem is we don't see how many of the programs 
which, by Congress direction require review, approval, and considera- 
tion by national advisory councils, can be administered if these 
programs are decentrahzed. There have been some statements in the 
press—how true they are, I don't know—that in some of the decentral- 
ization the delegation of powers by the Secretary to the various 
regions will in  essence preclude  the  abiUty of national  advisory 
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councils to give real consideration to the overall program which the 
Congress has passed. 

We think that it is not going to save money. We think the replica- 
tion and duphcation of support services and the whole bureaucracy 
which is going to be required, is going to cost more money than the 
present centralized approach. And with each additional layer of 
bureaucracy you seldom add to an organization's efficiency. 

We were also concerned with the opposite side of tliis coin, and that 
is centralization of authority in the Office of the Assistant Secretary. 
As you know, we have testified on a number of occasions for a strong 
Department of Health and a strong position for the Assistant Secretary 
of Health. That is not the matter we are concerned about. 

However, Dr. Edwards has stated that he is assembling a staff of 
936 people in his Office. This represents a major increase over previous 
staff levels. We do think the Assistant Secretary has to have more 
staff than his predecessors had, if he is going to carry out his responsi- 
bilities to develop a national health strategy, and more importantly, 
in promoting the cause of health in the decisionmaking apparatus of 
the executive branch of the Government. So we have no quarrel with 
this. What we are concerned about is that this is being done in a 
sense at the expense of the staffing of the various agencies under the 
Assistant Secretary. 

We have, on the one hand, the centralization of staff and authority 
and responsibility in the Assistant Secretary's Office; and on the other 
hand, the regionalization of the staff of the agency. So we have a 
dumbbell-shaped situation where in the middle the staff is not adequate, 
we believe, to permit these agencies to make their appropriate input to 
the development of policy and to carry out the functions which are 
assigned to them. 

We are concerned about this, about what appears to be a move to 
reduce the authority and responsibilities of the various agencies. We 
are against developing a monolithic centralized administration. We 
think that the Assistant Secretary's principal task is to orchestrate a 
very strong group of agencies which can make their contributions in 
the development of health policy and in carrying out the functions of 
the Department. 

So, we are concerned about centralization as well as decentralization. 
Now, what would we recommend? I think we would like to recom- 

mend the same things that we have recommended in the past when 
we have been before your subcommittee. 

One is that we find a way to create a Department of Health, and 
that we give that Department of Health the kind of strength, au- 
thority, staffing and so on, which is necessary for it to carry out its 
functions. 

We would like to again repeat our suggestion that we try and get 
at the very basis of the need for this continual reorganization Dy 
having a commission on health programs, one that would look broadly 
at all of the problems that face us and stop the piecemeal kinds of 
reorganization. We think that this commission should have representa- 
tives from the Congress, executive branch, and public on it. 

As we have said in the past, there is precedent for doing this. 
The Public Land Law Review Commission was established by the 
Congress in 1964. It required 5 years to study all of the laws and 
organizations and relationships and administrative rules that relate 
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to Federal land. Legislation which that Commission recommended is 
still working its way through Congress. It was an overall coherent 
review of what the problems are. We would again like to urge that 
some consideration be given to having a hard look at the organization 
of the health programs in HEW and that this be participated in by 
Congress, the executive branch, and the public. 

Thank you. 
[Dr. Cooper's prepared statement with attachments follow:] 

STATEMENT OF DB. A.  D. COOPER, PRESIDENT, THE ASSOCIATION OF AMERICAN 

MEDICAL COLLEGES ' 

Mr. Chairman and members of the subcommittee: 
The Association of American Medical Colleges welcomes this opportunity to 

comment on the need for sound organization and administration of federal health 
programs in the context of the July 1, 197-3, administrative reorganization of the 
Health Services and Mental Health Administration in the Department of Health, 
Education and Welfare. 

Now in its 97th year, the Association represents the whole complex of persons 
and institutions charged with the undergraduate and graduate education of phy- 
sicians. It serves as a national spokesman for all of the 114 operational U.S. 
medical schools and their students, 400 of the major teaching hospitals, and 51 
learned academic societies whose members are engaged in medical education and 
research. The Association and its membership thus have a deep and direct interest 
in the organization and administration of federal health programs. 

The medical schools receive federal assistance through Congressionally enacted 
programs from a number of departments and agencies. The principal source of 
assistance is the Department of Health, Education and Welfare. Within the 
Department, the principal agencies providing funds are the National Institutes 
of Health (througn its research and education assistance programs), the former 
Health Services and Mental Health Administration (through its research, com- 
munity service and construction program.s), and the Social Security Administra- 
tion and Social and Rehabilitation Service (through their medical assistance 
programs). 

The principal interests of the Ai5sociation in the July 1, 1973, administrative 
reorganization of the Health Services and Mental Health Administration are 
the assignment of the Regional Medical Programs Service and the Health Care 
Facilities Service to the new Health Resources Administration and the transfer 
of the Bureau of Health Manpower Education from the National Institutes of 
Health to the Health Resources Administration. At the same time, the Asso- 
ciation stresses that while these are its principal interests, its general interest 
includes all of the reassignments and transfers associated with the reorganization. 

In this statement, the Association is commenting also as a member of the Federa- 
tion of Associations of Schools of the Health Professions. The Federation was 
organized in 1968 to bring together health education groups with similar interests 
for discussion, cooperation and action on a national level. The various institutions 
represented by the Association-members of the Federation are responsible for 
the education of health professionals in the United States who bear the respon- 
sibility for maintaining tne health of its citizens. 

This statement presents the Association's concerns with the reorganization 
of the Department's health agencies and with the decentralization of federal 
health programs' administration and the Association's recommendations for the 
organization and administration of federal health programs. 

AAMC CONCERNS WITH REORGANIZATION 

The latest reorganization of the health agencies of the DHEW expanded the 
number of agencies reporting directly to the A.ssistant Secretary for Health from 
three to five; ab(jlish the five-year-old Health Services and Mental Health Admin- 
istration; rea-ssigned most of its former functions to a new Health Resources 
Administration or a new Health Services Administration; upgraded the Center 
for Disease Control; reassigned the National Institute of Mental Health to the 

' Presented by John A. D. Cooper, M.D., President of the Association of American Medical Colleges, 
before the Public Health and Environment Subcommittee of the House Committee on Interstate and Foi^ 
dgn Commerce, July 81,1973. 
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NIH; and transferred the Bureau of Health Manpower Education from the NIH 
to the Health Resources Administration. In announcing the reorganization, HEW 
Secretary Caspar W. Weinberger said: "I am confident that this restructuring 
of the agencies reporting to the Assistant Secretary for Health will increase the 
efficiency and effectiveness of the Department's health programs and facilitate 
the development of sound policy in this area of our responsibility." 

The Association agrees with the objectives described by the Secretary. Its 
concerns arise because it is not clear how those objectives are to be met through 
the reorganization. The Association's concerns involve the seeming concentration 
on health-agency reorganization, for its own sake; the transfer of the health educa- 
tion assistance programs from the NIH; and the omis-sion of Medicare and Med- 
icaid from the health programs from which the Assistant Secretary is directly re- 
sponsible. 

Reorganization for its own sake.—While there is wide-spread agreement among 
persons in the federal government and outside of it that the administration of 
federal health programs needs improvement, and that some reorganization prob- 
ably would help, there appears to be excessive interest in reorganization, merely 
for its own sake. It sometimes appears as though there was hope that simply 
.shifting boxes on an organization chart might magically result in an optimum 
arrangement, producing the sought-after improvement in health program admin- 
istration. The various health agencies of the DHEW have been organized, trans- 
ferred and assigned, and then reorganized, retransferred and reassigned. No single 
arrangement ever seems to have been tested long enough to provide an assessment 
of its efficiency and effectiveness. It seems unfortunate that now yet another 
reorganization is underway, with no clear advance indication that it will be any 
more successful in improving federal health program administration than any of 
its predecessors. 

Transfer of the BHME.—The Bureau of Health Manpower Education adminis- 
ters the various programs of direct federal assistance in the undergraduate educa- 
tion of health professionals. As a result, it is the federal agency most directly 
related to those activities associated with the teaching function of the medical 
schools. The inclusion of the Bureau in the National Institutes of Health, whose 
research institutes and divisions support much of the biomedical research carried 
out in the medical schools, has .seemed an appropriate grouping of related respon- 
sibilities. The .synergistic benefits of biomedical research and medical education 
have elevated American biomedical research to its present world-leading position 
and have helped to develop some of the world's most imaginative, creative and 
sensitive physicians. The Association is concerned that separating federal support 
for biomedical research and federal support for medical education may dismantle 
this synergistic system with its clear and impressive benefits. Most importantly, 
such a system, once dismantled, may prove extremely difficult, if not even impos- 
sible, to reassemble. 

Omission of Medicare and Medicaid.—Since the Medicare and Medicaid pro- 
grams of medical assistance -iccount for by far the largest segment of the Depart- 
ment's health spending, it is not clear that their exclusion from the organizational 
framework of tno Department's other health agencies will facilitate the develop- 
ment of sound health policy. That is a serious shortcoming, since development of 
sound health policy is one of the Secretary's objectives in approving the July 1 
reorganization. It is true, as some have argued, that these programs to a degree 
are income maintenance programs rather than health programs. Under that reason- 
ing, their exclusion from the health framework is understandable. It is even more 
true, however, that the impact of the Medicare and Medicaid dollars on the 
American health care system is enormous. For that reason, these are health pro- 
grams, whether one likes it or not. .\s such, they rightfully should be included in 
the framework of other federal health programs; for only in that way can there be 
developed a coherent national policy on health, encompassing the conduct of 
biomedical research, the education of health personnel and the delivery and 
financing of health care. 

AAMC CONCERNS WITH DECENTRALIZATION 

The Association is concerned generally that the increased emphasis on distribut- 
ing currently centralized administrative authority to DHEW regional offices will 
produce serious problems in the proper administration of some health programs. 
There are many activities in which the federal government has acquired a role 
where the essential decision-making is inherently or predominantly of a state, 
local or regional nature. Some examples from the field of health include provision 
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of health personnel to underserved areas, control of certain communicable diseases, 
and control of drug addiction and alcoholism. The administration of federal efforts 
in these areas could well be decentralized as one way of making government more 
responsive to the needs of the people. At the same time, there are many federal 
programs in which the decision-making process involves matters that transcend 
state, local or regional interests and clearly are national in nature. Federal support 
for the education of health professionals and the conduct of biomedical research 
are useful examples of these kinds of activities. Attempts to decentralize admin- 
istration of federal assistance in these activities would, the Association believes, 
be counterproductive, fragmenting into arbitrary segments activities which are 
intrinsic elements of a coherent, national whole, for which decisions must be made 
on a national basis. A move to decentralize administration of federal programs 
related to these activities would be a grave misappUcation of a very sound, funda- 
mental principle of American government. 

More specifically, the Association's concerns with decentralization include the 
following: 

1. The Congressional authorization of project grants in the field of health man- 
power education implies national rather than regional competition for the funds. 
Since health manpower training resources are not distributed evenly on the basis 
of population or geography, it is difficult to understand the basis on which funds 
would be allocated among the various regions. 

2. The present personnel of the Bureau of Health Manpower Education are 
highly specialized, professional administrators of extremely sophisticated and 
complex education assistance programs. It is not clear that the personnel pool of 
such administrators is large enough to reproduce in the various regional offices the 
existing professional skills and talent of the central headquarters unit. 

3. The very practical problem of logistics—involving travel and communica- 
tions—seems to be aggravated rather thin ameliorated by a plan of decentraliza- 
tion. It is not at all clear how the efficient and effectiveness of the Department's 
health programs will be improved by fragmenting the decision-making process 
among the regional offices. 

4. In many health programs, Congress has mandated public participation in the 
decision-making proce.ss by requiring review, and in some cases approval, of 
decisions by national advisory councils. It is unclear how .such a national review 
mechanism Ls to operate if decision-making authority is assigned to the regional 
offices. One possible outcome, elimination of the advisory council review process, 
would thwart a principal objective of decentralization by further removing the 
decision-making process from the people rather than bringing it closer to them. 

5. The various public groups, such as the Association, which are interested in 
the numerous federal health programs are presently organized on a nationwide 
basis to provide the federal government with the best information available on 
the needs of its constituents and to provide their members with the most accurate 
and complete information on government activities. These groups serve a useful 
role in the development of federal health programs and policies. It is not clear how 
such a role would be continued under a plan to decentralize administration of the 
programs. 

6. The increased cost of replicating across the country the necessary files, office 
equipment, supplies, administrative support services and so forth appears to be a 
serious drawback to decentralization. How such cost increases relate to the hoped- 
for increased efficiency is very unclear. 

7. The increased authority which would be assigned to the various regional 
offices under decentralization would seem to increase rather than decrease the 
levels of bureaucracy through which an application for assistance or a decision 
for action would have to pa.ss. Each additional level of bureaucracy seldom adds 
to an organization's efficiency. In fact, each bureaucratic level seems to generate 
its own additional inefficiency. 

8. Central determination of program policies has the unquestionable advantage 
of uniform policy formulation. Decentralized administration of these programs 
increases the possibility of significant variations in the interpretation of national 
policy by the various regional offices. It is far from clear that given the sensitivity 
of many of the issues associated with federal health programs, it would be desirable 
for regional preferences or biases to predominate. 

AAMC   RECOMMENDATIONS 

The Association of American Medical Colleges has long been concerned with the 
absence of a coherent system of federal health programs. It is a dismaying thought 
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to realize federal health programs are operated by at least 23 separate departments 
and agencies and to appreciate that during the Johnson Administration alone some 
51 pieces of health legislation were enacted. It is no wonder that as former HEW 
Secretary Elliot L. Richardson said in the Megaproposal, " We are now in a crisis 
of complexity, fragmentation and overpromise." 

The ultimate solution to the problem of more adequate health care will not be 
achieved through the enactment of yet another, separate categorical program of 
federal assistance or through yet another reorganization of federal health agen- 
cies. The ultimate solution requires the development of a clear, coherent, and 
comprehensive national health policy supported by stable financing. This poHcy 
should sot forth the objectives to bo sought, delineate the pubHc and private 
roles, and provide the program strategy that wilLa-ssure the availability of efTec- 
tive health .services to all the people of the nation. 

Without a coherent and comprehensive program strategy and a clear assign- 
ment of responsibility, neither a new set of national goals nor a new financing 
mechanism, alone, will solve the widely acltnowledged problems of uneven dis- 
tribution of health care personnel and resources, both in terms of geographic 
location and in terms of medical specialty; the ineffective utilization of physicians, 
nurses and other health personnel; the overempha.sis on treatment of sickness 
rather than on maintenance of health; and the counterproductive fragmentation 
of health care, symptomized in separate and competing services for veterans, the 
military, the elderly, the poor, the blind, and so on. A direct confrontation of these 
problems in implementing a national health policy is essential to their resolution. 

In the Association's view, two steps must be talien: 
1. Establishment of a separate, Cabinet-level Department of Health; and 
2. Establishment of a National Advisory Commission on Health Programs to 

undertake a comprehensive study of all health programs of the DHEW and to 
recommend appropriate restructuring of those programs for maximum efficiency 
in meeting the health needs of the nation. 

Departmenl of Health.—The present framework within the DHEW subordinates 
and submerges the health function in a manner which derogates the critical sig- 
nificance of these vitally important programs. There needs to be a single, authorita- 
tive point of responsibility for health policy within the federal structure. There 
needs to be a vigorous national leadersKip for the evolution of sound federal pro- 
grams in the health field. The Association believes that the best way of meeting 
these needs is the establishment of a separate. Cabinet-level Department of 
Health. As recently as May 1972, the Association's Executive Council adopted a 
resolution supporting such a move. The text of the resolution said: 

Therefore be it resolved that the Association of American Medical Colleges 
wholeheartedly supports the establishment of a Cabinet-level Department of 
Health to serve as the single point of responsibility for defining health policy, 
administering federal health programs and evaluating the state of the nation's 
health. The Department should be administered by a Secretary of Health 
appointed by the President with the advice and consent of the Senate. The 
Secretary should be responsible for all health programs now administered by 
the Secretary of Healtli, Education and Welfare, including Medicare and 
Medicaid and any new program of national health insurance. In connection 
with the establishment of a new Department of Health, an independent panel 
of experts should conduct a study to develop a thoughtful and coordinated 
national health policy and a detailed national health program for meeting 
current and future health needs for the United States. 

Those views still represent the position of the Association. 
Commission on health programs.—Already there are Congressional efforts under- 

way to recodify the Public Health Service Act and related health laws and to 
restructure the legislative authorities for federal health programs. To give this 
restructuring the broadest base possible and the best advice available, the Associa- 
tion recommends that Congress establish a National Advisory Commission on 
HeaUh Programs. 

The goal of the Commission would be to determine the proper federal role in the 
nation's health. It would clarify that role, discover what legislation is needed, 
define the proper organization, and establish national priorities in health. No lesser 
goal would lead to the development of a coherent national health policy. 

It would be necessary for the Commission to have a broad political representa- 
tion in order to meet the wishes and requirements of both the Congress and the 
executive branch. It might be composed about equally of Members of Congress 
and members appointed by the President. Of the latter members, no more than 
half should be directly involved in the organization or provision of health services. 
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Representation should include members of both political parties. Guidance for its 
composition might be found in legislation that established the Commission on 
Marihuana and Drug Abuse. 

The Commission would meet regularly, but its staff would be at work on the 
project full time. It should be empowered and funded to hire whatever employees 
and consultants may be required to conduct detailed studies of health programs. 
The Commission should be given sufficient time, probably two years, to report its 
ftndings and to make its recommendations to the Congress. The specific responsi- 
bilities of the Commission would be defined by statute. 

There are precedents for advisory commissions of this magnitude. The Public 
Land Law Review Commission, established by Congress in 1964, required five 
years to study 4,400 public land laws and tens of thousands of administrative rules 
governing nearly 725 million acres of federal land. Legislation recommended by 
that Commission is still making its way through Congress. 

The Public Health Service Act, for all its complexity, would not present so 
formidable a task. But the Act and health programs that come under other federal 
health laws should be studied just as rigorously. The Commission should be free 
to recommend, with the expectation of Congressional support, whatever measures 
may be necessary to define the federal role and to improve federal health programs. 

Following this page arc tables of organization showing the former Health Serv- 
ices and Mental Health Administration and the effect of the July 1, 1973, ad- 
ministrative reorganization on the HSMHA. 
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EFFECT OF JULY 1, 1973, REORGANIZATION ON THE HSMHA 

CENTER FOR DISEASE CONTROL 
Office of Director 

National Institute for Occupational Safely and Health.—(All of the presently 
assigned functions). 

Bureau of Epidemiology.—Epidemiology Program. 
Bureau of Laboratories.— Laboratory Division. 
Bureau of State Services.—State and Community Services Division; Bureau 

of Community Environmental Management (only lead-based paint poisoning, 
rat control, and the Arctic Health Services Research Center functions). 

Smallpox   Eradication  Program.— (All   of  the  presently  assigned  functions). 
Training Program.—(All of the presently assigned functions). 
Tropical Disease Program.—Malaria Program. 
National Clearinghouse for Smoking and Health.—(All of the presently assigned 

functions). 
Ecological Investigations Program.—(All of the presently assigned functions). 

HEALTH   RESOURCES   ADMINISTRATION 

Office of the Administrator 
National Center for Health Statistics.—National Center for Health Statistics. 
Bureau of Health Services Research and Evaluation.—National Center for Health 

Services Research and Development; Regional Medical Programs Service. 
Bureau of Health Resources Development.—Bureau of Health Manpower Edu- 

cation; Comprehensive Health Planning Service Health Care Facilities Service; 
Office of Long-Term Care Services. 

HEALTH  SERVICES  ADMINISTRATION 

Office of the Administrator 
Indian Health Service.—(All of the presently assigned functions). 
Federal Health Programs Service.—(All of the presently a.ssigned functions). 
Bureau of Community Health Services.—National Center for Family Planning 

Service; Maternal and Child Health Service; Community Health Service (except 
for the Office of Long-Term Care Services .ind the Division of Medical Care 
Standards); National Health Service Corps; Health Maintenance Organization 
Service. 

Bureau of Quality Assurance.—Division of Medical Care Standards. 

Mr. ROGERS. Thank you very much. I think those su^estions are 
helpful. I am sure the committee will give them serious consideration. 
I tnink you know that most of the committee members share your 
feeling about a separate Department of Health. I would hope all of us 
feel this needs to be done to coordinate efforts so that this can become 
a reality, at least by next year. Thank you so much. 

What is the pleasure of the panel? Who would like to be next? 

STATEMENT OF EILEEN M. JACOBI 

Mrs. JACOBI. I am Eileen Jacobi, executive director of the American 
Nurses' Association. I would like to commend the subcommittee for 
scheduling these hearings which provide an opportunity for health 
groups to express concerns which they have about the reorganization 
of the health component of the Department of Health, Education, and 
Welfare. 

We fully recognize the right of administrators to revise organiza- 
tional plans to promote more effective operations. In this instance, 
however, we have serious reservations about the long-range effects 
which this reorganization will have on programing, effective use of 
resources, and the eventual impact in terms of improved health 
programs. 

25-7SJ O - 74 -- 10 
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Regionalization or decentralization as a concept has been effective 
for those programs in which specially qualified staffs have been moved 
to the regions to mcrease the contacts of specialists in the professional 
areas with people desiring their expert guidance and consultation. 

We question the current move for decentralization because it seems 
to deemphasize content areas; staff being sent to regions appear to 
be chiefly those working with technical or grants management aspects 
of programs. Apparently there is no plan to have experts—for ex- 
ample, experts in the field of nursing education to implement the 
Nurse Training Act programs in each region. 

A basic concern oi ANA, and I assume of HEW, is that there be 
the most effective use of Federal funds. 

Those activities for which Congress has indicated a national pro- 
gram such as project grants and short-term training programs for 
nursing, certain maternal and child health and mental health pro- 
grams, certainly deserve staffing by competent content experts. If 
decentralization is to be effective, we urge that speciahsts for each 
program be located in each regional office. We fear that health man- 
power programs will be grouped and that one or two representatives 
of the various disciplines will make all the decisions at the regional 
level. For example, we think that physicians should not guide the 
use of nursing funds nor should nurses guide funds for medical or 
dental schools. Expert consultation in the planning phase of projects 
has been a most effective part of HEW programs in the past. 

The integrity of the grant application review process also is 
threatened under decentralization. A standard review system carried 
out by peers provides for equity. This could be jeopardized as a 
result of the differing interpretations of health manpower policies and 
priorities in each of the 10 regions and the growing tendency to have 
HEW staff review, recommend funding or not, and monitor projects 
once funded. To safeguard the system it will be even more essential 
for Congress to write into legislation grant review by outside statutory 
bodies. 

There must also be a coordination of national programs through a 
headquarters office. Regional staff need to relate to policy planners at 
the top, and this we think can be done only if strong central oflices 
are maintained with direct administrative line authority. The Division 
of Nursing, we believe, has a vital role to play in coordination, plan- 
ning, and evaluation of nursing programs. The interrelationship of 
education, research, and service considerations and the projection of 
nursing needs should be coordinated in an administrative structure at 
the national level. You probably noticed that on page 50 of the House 
Appropriations Committee Report—H.R. 8877—spoke to the con- 
cerns about a national Federal focus for nursing. We hope HEW wiU 
carry out the wishes of the Congress. However, as yet it is considered 
an unresolved issue. 

Much progress in nursing and in nursing education has been 
attributable to the services, research, and coordination provided by 
the Division of Nursing. This progress, in turn, has been to the benefit 
of improved health care. We think that it would be detrimental to the 
interests of good health care if this focus were to be lost or diminished 
in the reorganizational juggling that is now going on. 
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In the maternal child health area, as in several others, we urge you 
to carefully review the ever-changing administrative charts. You will 
notice at once the low placement on the charts of content specialists 
of all disciplines. The lines are somewhat unclear, as it is said they can 
go in several directions. The professional staff of the maternal child 
programs are scattered throughout. This, in our opinion, will weaken 
the programs and will create unnecessarily complicated program devel- 
opment. The move to deemphasize the role of health professionals by 
replacing them in policy positions with nonhealth personnel has been 
very evident for the past 4 or 5 years. In the Maternal and Child 
Health training unit, for example, there are to be no health profes- 
sionals. Therefore, program decisions about the use of millions of 
health dollars are being made by businessmen, systems analysts, and 
economists. 

While there is a place for this kind of expertise, care must be taken 
to maintain a proper balance to assure that professional considerations 
about health care are safeguarded. This is essential to develop and 
maintain effective health programs. The lack of really effective evalua- 
tion of the programs carried out by HEW lately has been noticed by 
many groups, including this committee. 

There are numerous other questions about reorganization and de- 
centralization that are as yet unanswered. One important one that we 
would just like to raise is in relation to cost. With the duplications 
that seem almost inevitable with programs administered in 10 regions 
instead of centrally, we think that the cost factor is one that should be 
carefully investigated. One question we have yet to hear answered is 
what is the total cost of the reorganization going to be? Also, the cost 
of decentralization is not spelled out. How many health professional 
positions are to be eliminatetl and what are the long term budget 
considerations of this change in structure? We hope this committee 
will get answers to these questions before it is too late. 

I would like to thank you for holding these hearings on this im- 
Eortant topic at this time, and I appreciate the opportunity to appear 

ere today. 
Mr. ROGERS. Thank you. Dr. Jacobi. We appreciate the points 

you raised and will tr\' to find out the answers to some of these ques- 
tions which I think are important to know before we move into that 
kind of a change. Thank you so much. 

Dr. Roy? 
Mr. ROY. I thank you for your statement and apologize for being 

a bit late. I have no questions at this time. 
Mr. ROGERS. Dr. Kerr? 

STATEMENT OF DR. I. LAWRENCE KERR 

Dr. KERR. Thank you, Mr. Chairman, for allowing us the op- 
portunity to participate in these hearings and I would say we echo 
much of what has been said earlier. 

My name is Dr. I. LawTence Kerr and I am appearing today on 
behalf of the American Dental Association. In addition to my re- 
sponsibilities as a trustee of the American Dental Association, 1 also 
had the honor to serve as chairman of the Advisory Committee on 
Dental Health to the Secretary of Health, Education, and Welfare. 
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This committee was established in 1970 to review the dental health 
programs of the Department and suggest ways in which they could be 
unproved. Our activities were concluded in December 1972, with the 
submission to the Secretary of the Advisory Committee's final report 
and recommendations. Although we were privileged to meet with 
Secretary Weinberger since that date, we have received no formal 
response to these findings. I believe that Congress, my colleagues on 
the advisory committee and, most importantly, the taxpayer, deserve 
a statement from the Department. 

Yesterday we were presented with the latest program alinements 
for Health, Education, and Welfare. Unfortunately, nothing in this 
announced reorganization plan of the Department suggests that the 
conclusions and recommenations of the Dental Advisory Committee 
report have been considered. 

Briefly summarized, our advisory report indicated that the depart- 
ment's goals for dental health are ill-defined; the administrative 
structure for dental programs is not coordinated and generally buried 
so far below the policymaking level that its voice is not heard at the 
top; and finally, the fmancial resources allocated to dental activities 
are inadequate. 

We niight illustrate that by saying that dental disease is a universal 
disease. That is, 100 percent of the people have some form of dental 
disease. Yet dental activities in HEW were 3 percent in 1960 and has 
been decreased to 2 percent in 1971. 

This critique embodies no new facts. The situation described existed 
many years before the advisory committee's report and still exists 
today. Individuals and organizations in and out of government have 
long recognized the problem. Three years ago, the Secretary of Health, 
Education, and Welfare told Congress that he was ". . . shocked to 
find after coming into office that we have not really had a national 
dental health policy." Indeed, the advisory committee was established 
in recognition of these deficiencies. Its central task was to develop 
ways in which order could be introduced in the department's dental 
activities. 

It is interesting to note an observation from the advisory com- 
mittee's 1972 report. "So far as dental health is concerned," the report 
stated, "reorganization and program integration has all too often meant 
the submerging of legitimate dental interests and the exclusion of 
dental health experts from policy decisions." 

The accuracy of this prediction is reflected in the current reorganiza- 
tion proposal, as well as the repeated efiforts of the Department to 
remove the budget visibility of the Division of Dental Health; the 
exclusion of dentistry from the administration's research training 
plan; a lack of any dental participation in the development and 
administration of PSRO's for medicare/medicaid; the absence of 
dentistry from the administration's previous national health insurance 
Sroposal; and the fact that the statutory position of the Chief Dental 

•fficer has remained unfilled since 1967. 
Our association believes that dental health is an integral and 

essential part of total health. As the principal agency in making this 
concept a reality, the Department of Health, Education, and Welfare 
must recognize and include dentistry at the decisionmaking and 
poHcy levels. Full implementation of the recommendations outlined 
in the Dental Advisory Committee report would be a notable first 
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step. Where dental activities have a measure of visibility, as within 
the National Institutes of Health, they must be strengthened. We 
are completely opposed to the dismemberment of any of these existing 
components. Our concern is shared by the House Appropriations 
Committee which recently stated, in part: 

The Division of Dentel Health is the only agency in the Department, except 
the National Institute of Dental Research, that has identifiable responsibilities 
in dental health . . . Over the years, the Division has conducted a broad range 
of programs that have had a positive impact on improving the oral health of 
Americans. This .success is in large measure the result of placing the responsibility 
for these dental activities in a single organizational unit—the Division of Dental 
Health . . . The Committee believes that these Divisions .should be retained and 
strengthened as a focal point for these important programs if the Department 
is to meet its responsibilities in these areas. 

In those areas where there is little dental input, as is generally 
true within the health delivery programs, and the Office of the Assistant 
Secretary for Health, we recommend an administrative structure 
able to guide and monitor dental activities; the placement of qualified 
dental personnel in positions of responsibility; a strong statutory 
advisorv committee, and, sufficient financial resources to insure 
viable Cental programs. 

In conclusion, I would like to provide copies of the advisory com- 
mittee's report for the information of this subcommittee. And, again, 
we thank you for the opportunity of sharing this time with you. 

Mr. ROGERS. Thank 30U very much. Dr. Kerr. We appreciate your 
presentation and without objection the report you referred to will 
be received and made part of the record. We will try to get a response 
from the Department on that report. 

[Testimony resumes on p. 189.] 
[The report referred to follows:] 
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LETTER OF TRANSMITTAL 

December 29,1972 

Honorable Elliot Richardson 
Secretary 
Department of Health, Education, and Welfare 
Washington, DC.   20201 

Dear Mr. Secretary: 

I am pleased to transmit herewith the flnal report of the Advisory Committee 
on E>ental Health. 

Since eaily 1971, we have learned much about dental health activities within 
the Department and, as we conclude our work, we are both pleased and dis- 
heartened.  The Department has several fine dental program elements but as 
a whole dental activities are underfunded and suffer from a long-standing lack 
of attention at the highest policy-making and planning levels within the 
Department 

We believe that corrective action is essential and that adoption of the recom- 
mendations which were developed from the Committee's deliberations would 
do much to strengthen the Department's capacity to deal effectively with the 
Nation's dental health problem. 

Serving on the Committee has been a pleasure.   It is our earnest hope that what 
we have done will be of value to you. 

Respectfully submitted. 

I. Lawren/e Kerr, D.D.S. 
Chairman 
Advisory Committee on D^tal Health D^al Health 
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PREFACE 

At a meeting held on April 8,1969, officers of the American Dental Association 
urged Robert H. Finch, then Secretary of Health, Education, and Welfare, to establish an 
advisory committee to study the Department's dental health programs and suggest ways in 
which they could be improved. Mr. Finch agreed that such a committee was in order and 
directed that preparatory staff work be undertaken. 

On July 9,1970, the Advisory Committee on Dental Health to the Secretary was 
formally established by Elliot L. Richardson, Mr. Finch's successor. The formal statement 
of determination, which he approved to establish the Committee, described its purpose and 
functions as follows: 

Purpose 

To advise the Secretary on dental health programs and priorities in prevention, 
education, research and service; on organizational arrangements and administra- 
tive mechanisms for achieving maximum coordination and effectiveness of 
dental health activities within DHEW; and on mechanisms for promoting inter- 
departmental cooperation in the development and operation of programs to 
improve the dental health of the public. 

Functions 

The Committee will address itself first to the identification of appropriate long 
and short range goals in dental health for DHEW and to the setting of dental 
health priorities between and within the areas of prevention, education, research 
and service. It will then review all dental health activities currently supported by 
appropriations to the Department. This examination will cover past and current 
goals, activities, program effectiveness, and the possible effects of past and cur- 
rent organizational structure on program operations. With this review as a back- 
ground, the Committee will consider the organizational structure, administrative 
mechanisms, and program modifications which DHEW might adopt to achieve 
the proposed goals in the most efficient and effective manner. Subsequent work 
of the Committee will focus on issues related to the strengthening of interdepart- 
mental working relationships on dental health matters, particularly with programs 
for which the DHEW has consultative responsibilities and programs which are 
highly relevant to DHEW areas of responsibility, and on issues of national impor- 
tance which tend to limit the availability of high quality preventive and restorative 
dental services for all segments of the public* 

•During the early months of its deliberations, the Committee gave special emphasis to the 
study of dental care as part of national health insurance. This was done at the particular 
request of Department officials. Accordingly, in the remaining months, time constraints 
precluded fulfillment of all of the functions assigned to it. 
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Seventeen members of the Committee were appointed as of September 1,1970, and 
they held an initial meeting on October 29-30 under the chairmanship of Dr. John S. Zapp, 
then Special Assistant for Dental Affairs to the Assistant Secretary for Health and 
Scientific Affairs. 

The remaining eight members of the Committee were named as of February 1,1971, 
and the first meeting of the full Committee came on February 4-5. 

Because of the press of his new duties as Deputy Assistant Secretary for Legislation, 
Dr. Zapp appointed Dr. 1. Lawrence Kerr to succeed him as Chairman of the Committee. 

During the course of its deliberations, the Committee had occasion to call upon various 
Departmental agencies and staff members for assistance, without which it would have been 
impossible for its work to proceed. Help was given unfailingly, and the Committee is most 
grateful to all who worked with it. The report and its recommendations, of course, are 
solely those of the Committee itself. 

f& 
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RECOMMENDATIONS* 
OF THE SECRETARY'S ADVISORY COMMITTEE ON DENTAL HEALTH 

The Advisory Committee adopted the guiding principle that every person in the Nation 
should have access to whatever dental health services he may require and that such services 
are an essential part of total health care   It is also of the opinion that the Secretary of HEW 
has a responsibility to use all appropriate means to make this right a reality.  Accordingly, 
the Committee respectfully submits the following recommendations, elaborated on in the 
text, which it believes must be implemented if the Department is to fulfill its dental 
responsibilities. 

PROGRAM RECOMMENDATIONS 

L   The Department should squarely face the fact that the human suffering and disability 
reciting from oril and dental disease is of staggering proportions; it should acknowledge by 
adoption of appropriate policies that dental care is an essential part of total health care and 
that every person has the right of access to necessary dental services; and it should establish 
national dental health goals and formulate a plan and programs essential to their achievement. 
(SM pace 19) 

II. The dental manpower programs of the Department should be improved by increased 
efforts to graduate more dentists and auxiliaries: to overcome problems of maldistribution; 
to improve educational programs: to achieve greater efficiency in the delivery of dental 
services through the full use of dental auxiliaries: and to recruit more members of minority 
groups and more women into the dental work-force. 
(See p>|e 20) 

in. A grant-in-aid program should be established to provide support for the purchase and 
installation of fluoridation equipment and for surveillance of fluoridation programs. An 
intensive nationwide health education program also should be initiated to make the public 
aware of what can be done to prevent and control dental diseases. 
(See pap 22) 

IV. There should be continued emphasis on targeted biomedical research to expedite the 
development of new and more effective preventive measures. 
(Seepaje23) 

V. A major effort should be launched immediately to conduct a coordinated program of 
research and development related to the organization, financing, delivery and utilization 
of dental services, and adequate funds for this purpose should be made available to the 
Division of Dental Health. 
(Seep«»e23) 

*N.B  The recommendations are listed in the order in which they appear in the report, 
not in the order of priority. 
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VI. The Department should propose and support a national health insurance proposal that 
includes at the outset a dental component that gives priority to preventive and therapeutic 
services for children and emergency dental care for all. 
(S«p.(e25) 

VII. Departmental dental efforts should give priority attention to the prevention and con- 
trol of dental diseases of children at least up through secondary school age. Emphasis should 
be placed on exploring the achievement of these goals within the framework of school-based 
programs. Accordingly, the Secretary should appoint a combined governmental and non- 
governmental task force whose charge would include, but not be limited to, the study and 
evaluation of all aspects of a school-based children's dental care program, and the making of 
appropriate recommendations thereupon. 
(See page }6) 

VIII. High priority attention should be given to developing mechanisms assuring the awail- 
ability of high-quality dental services to minorities, low-income persons and other population 
groups having special needs. 
(See pate 28) 

ORGANIZATIONAL RECOMMENDATIONS 

IX. Establish a Deputy Assistant Secretary for Dental Affairs in the Office of the Assistant 
Secretary for Health. 
(See page 32) 

X. Establish a Deputy Administrator for Dental Affairs in the OfTice of the HSMHA 
Administrator. 
(See pace 32) 

XI. Establish a Committee on Dental Health as a permanent advisory body to the 
Secretary. 
(fcepvM) 

XII. Retain the organization placement of the National Institute of Dental Research. 
(See page 33) 

XIII. Retain the organizational location of the Division of Dental Health with all its 
existing program components in the Bureau of Health Manpower Education. 
(See ftfc 33) 
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SUMMARY 

"I was somewhat shocked to find after coining into office that we have not really 
had a national dental health policy . . ." 

That is what Robert H. Finch told the House Subcommittee on Labor and HEW 
Appropriations on April 21,1969, some three months after he had become Secretary of 
Health, Education, and Welfare. 

"Why? This worries me," was the response of Subcommittee Giaiiman Daniel 
J. Flood. 

The basic thrust of this Committee's report is to endorse the evident accuracy of 
Mr. Finch's contention and to echo the concern expressed by Mr. Flood. It is this state 
of affairs that has led to the Committee's recommendations, which are the key items of 
this report. 

•   The situation to which Mr. Finch referred existed many years before his statement 
was made and still prevails today. It has crippled the Department's cooperative participa- 
tion in national dental health efforts, decreased sharply the Department's leadership 
potential and consistently hampered Departmental attempts to use its dental health funds 
in an efficient manner.  It is a serious failing that can and must be remedied. The afore- 
mentioned recommendations are, in the Committee's view, essential elements of any 
lasting remedy. 

Successful programs-in the health field or elsewhere-achieve success by meeting four 
minLTium criteria:  a policy framework that clearly defines the problems to be solved; an 
administrative structure able to guide and monitor progress; expert personnel; and sufficient 
financial resources. 

The Department's dental health activities have traditionally failed to meet those four 
criteria. Departmental goals in dental health are ill-defined. The administrative structure 
is unbalanced, insufficiently coordinated and generally buried so far below the policy-making 
level that its voice is not heard by those at the top. The financial resources allocated to 
dental public health and dental care activities have always been skimpy and there seems to 
be no upward trend in sight. Dental research and dental education, it is true, have fared 
relatively better. One of the few bright spots in the situation is that the Department does 
have a significant number of well-qualified and highly-motivated dental health experts. 

This thumb-nail critique of Departmental dental health activities embodies no new 
facts.  Individuals and organizations in and out of government have long recognized this to 
be true.  Indeed, this Advisory Committee on Dental Health to the Secretary was established 
because of it. Its central task was to suggest ways in which better order can be introduced 
into the Department's dental health activities. In reaching its conclusions and forming its 
recommendations, the Committee has been mindful of the fact that the Department's dental 
health activities cannot be conducted in a vacuum. They must bear a meaningful relationship 
both to dental health activities carried out by other private and public agencies as well as to 
the total health programming of the Department itself. Some brief comments about these 
relationships are in order. 
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Americans, like all people, suffer from a massive prevalence of dental disease. 
Appendix I includes some statistical documentation of the extent of that burden. They 
are statistics that the Committee fully expects may be thoroughly familiar to heaith pro- 
fessionals but will shock those of the general public who may read this report. 

The very familiarity of dental disease on the personal level-coupled with its generally 
non-fatal character-gives rise to a fatalistic attitude on the part of some. This, in turn, 
leads to lethargy about launching new initiatives to lift a burden with which we have lived 
so many decades. 

Put bluntly, too many of us seem to see dental disease as too intractable and insuffici- 
ently life-threatening to deserve serious, sustained attention.  Moreover, the lack of public 
knowledge that the bulk of dental disease is avoidable compounds the problem of effective 
action. 

There is, as well, an additional negative factor;  the potential cost of really doing some- 
thing about dental disease. Most current estimates are that barely half the country's population 
even sees a dentist annually.  Far fewer receive continuing dental care pf the type and with a 
frequency that approaches the desirable.  Even so, some $S billion is bejng spent now each year 
for dental care. If the Nation would undertake-by a combination of public and private resources- 
to guarantee regular, comprehensive care to every citizen, the additional, short-run costs would 
easily run the total to many billions more.  However, in view of the preventive nature of dental 
care, such an undertaking might result in long-term financial savings. 

Obviously, not everything can be accomplished at once, the course we Americans generally 
prefer. The resulting tendency has been to walk away from tjie problem rather than face the 
hard choices inherent in determining priorities. 

The malaise resulting from this combination of factors is not unique to the Department. 
It can be readily seen in the disgraceful inattention paid dental discaK t)¥ state and local health 
departments.  It levies its toll, us well, on the way in which private dental practice is so occupied 
with meeting the acute needs of a relatively small segment of the population.  And it undoubtedly 
colors the personal attitude of many individuals with respect to the efforts they make, or fail 
to make, to improve their oral health. 

It is the nature of this report thil its recommendations focus on the Department's 
shortcomings both internally and with respect to the leadership role it tould assume nationally. 
This concentration implies no bclii-f thai only the Department needs to institute appropriate 
changes in its philosophy and programming.  Parallel changes MV required by state and local 
public agencies as well as within the private sector   If it would, though, the Department could 
provide both models for the desired changes elsewhere and substantial support to those trying 
to achieve them. 

The Department, at the same time, must relate its dental health programs to the total 
health activities for which it has responsibility 

Over the years, there has been considerable variation in the w;iy in which policy-makers 
have addressed themselves to the problems of coordination that invariably exist within an 
agency of such broad scope as the Department. So far as we arc aware, no one would yet 
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claim that these problems have been totally resolved.  In addition, the fluctuations in approach 
have themselves given rise to some administrative anomalies whose existence hinders optimum 
operating efficiency. These problems-especially the unduly narrow authority over health pro- 
grams possessed by the Assistant Secretary for Health-complicate proper administration of 
dental health activities. 

Certainly, dental health programming is presently laboring under severe administrative 
handicaps. There has been apparent wavering over the years as to whether dental health pro- 
grams ought to be brought together into a single agency, irrespective of the type of activity 
being conducted, or whether all dental health programs should be placed within those agencies 
of the National Institutes of Health and the Health Services and Mental Health Administration 
to which they seem most appropriate. 

The Committee conclusion, as the recommendations make evident, accepts neither of 
these alternatives. A separate agency encompassing all dental activities runs counter to the 
currently prevailing philosophy of greater programmatic integration and thus raises pragmatic 
problems.  Beyond that, there is much substance in the opinion that since dental health is an 
integral and essential part of total health, intimate partnership on the administrative level is 
essential. 

The Committee, on the other hand, is flatly opposed to the dismemberment of such 
modest dental health components as now exist:  especially the Division of Dental Health. 

So far as dental health is concerned, integration in the name of better administration has 
too often in the past meant the submerging of legitimate dental interests, the foreclosing of 
effective participation in policymaking and planning by dental health experts and fiscal starva- 
tion of dental health activities. This latter path is the one that, just in recent years, has led to 
such unsatisfactory occurrences as exclusion of any dental health provisions in the Administra- 
tion's national health insurance proposal, the Department's twice-repeated attempt-rebuffed 
both times by Congress-to remove the budget visibility of the Division of Dental Health: the 
decline in the percentage of Departmental health funds allocated to dental activities from 
3 percent in 1960 to barely 1.6 percent in 1971; and the thoroughly inadequate implementation 
of the programs established in 1967 under Title V of the Social Security Act to launch dental 
care projects for needy children. 

The Committee's recommendations, then, pursue a middle path. Where dental health 
activities already have some place m the structure-as is true within the National Institutes of 
Health-the intent is to strengthen them   Where there is presently a void-as is true generally 
both within the Health Services and Mental Health Administration and within the Office of 
the Assistant Secretary for Health-the intent is to begin to fill the void. 

In addition to programmatic and administrative recommendations, the Committee is 
including as Appendix II a series of recommendations previously submitted to the Secretary. 
These include statements on dental benefits in publicly-funded programs. 

It is the Committee's deeply felt conclusion that the prevalence of dental disease is not 
literally intractable. In fact, just the opposite Is true if eariy and proper attention is provided. 
The level of dental technology is high; the scientific base is impressively broad and deep; and 
public and private organizations are already available. Something substantial can be done if the 
Nation and the Department will give the problem the serious, sustained attention it deserves. 

25-7JS O - 74 • 
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The Department is a key agency in the effort toward swifter and mote genuine progress 
in dental health. It has the fiscal resources and the dedicated personnel sufficient to play a 
far more positive role than it has ever done heretofore. The Nation will be well served if the 
Department will now harness its energy and money to a well-considered, long-term plan of 
action on dental disease. Full implementation of all the recommendations that appear in this 
report would be a notably important first step for the Department to take. 
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CURRENT DENTAL ACnVITIES OF THE DEPARTMENT 

Programs within the Federal Government that bear directly on dental health research, 
education and service were found by the Committee to be vast in number and complex in 
substance. Because of the administrative disarray, it was a formidable challenge to achieve 
a thorough understanding of them together with their interrelationships, strengths, weak- 
nesses, voids or overlaps. 

During the course of the Committee's deliberations, a number of presentations were 
made by program officials of the Department. Materials were provided describing dental 
health related programs in the Federal Government and, for some programs, their legal bases 
and their budgets. Though subsequent changes in legislation, organization or appropriations 
have invalidated some specifics of the presentations and materials, the situation they describe 
basically still obtains: complexity, diffusion, and proportionately small budgets. 

The number of programs of the Federal Government having dental-related components 
can best be seen in the document entitled "Dental Health Related Programs in Federal Agende*."* 
In FY 1970, the base year of the report, five Federal departments and two independent agencies 
were engaged in dental activities. (See Appendix III for main legislative authorizations under 
which the programs operate). 

Within HEW alone, all of the agencies were engaged in dental activities, though only the 
National Institutes of Health had programs which were exclusively dental. 

In FY 1971, Departmental expenditures for dental programs approximated J235 million 
or 1.6 percent of the Department's $15 billion health budget. This is a steep and unacceptable 
decline in the percentage of health funds allocated to dental activities, which were 3 percent 
of the total in 1960. 

These dental funds were distributed as shown in Figure I: Service, 56 percent. Manpower 
and Education, 29 percent, and Research, IS percent. Descriptions of the major programs in 
each of these categories follow. 

SERVICE 

More than twenty programs in the Department are involved in dental service activities. 
Altogether, it is estimated, based on information obtained in July, 1971, that they spent $130 
million in both FY 1971 and 1972, roughly nine times the amount spent in FY 1960. However, 
this dental total represents less than I percent of the total health services budget for FY 1972. 
By contrast, some 9 percent of all private health service expenditures are devoted to the pur- 
chase of dental services. 

HEALTH AGENCY PROGRAMS 

Dental care programs: The direct care responsibilities of the Department are lodged in 
die Indian Health Service and the Federal Health Programs Service of HSMHA. Both provide 
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DHEW Dental Dollar 

$235 MILLION 

FIGURE I 
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dental cate to eligible beneflciaries. 

One of the most significant accomplishments of the direct care programs has been 
•achieved by the Indian Health Service in its program for children. As of 1970, in many 
schools, children in every grade above the first were on a maintenance basis. About 70 
percent of alt school children were actually receiving dental care-a much higher rate than 
that found in the general school population today. This is accomplished, however, by 
placing a high priority on children and a consequent, relative down-grading of services for 
the adult members of this beneficiary group. 

In terms of dollars spent, the Indian Health Service dental program has grown from 
about $1.9 million in 1960 to approximately $6.8 million in 1972. The dental portion 
represents 4.8 percent of the total Indian Health budget, an increase of 0.6 percent since 
I960. 

The dental program of the Federal Health Programs Service-which includes such 
categories of beneficiaries as the Merchant Marine, the Coast Guard, the PHS Commissioned 
Corps and the Federal Prison system-has not fared so well. Its budget has increased by 
50 percent over the last decade to stand at $6.1 million; however, this represents a smaller 
share of the total budget than in earlier years. 

Support for direct care projects: Six programs within HSMHA finance the provision 
of dental services through project grants. Three are administered by the Community Health 
Service and three by the Maternal and Child Health Service. All of these programs were 
initiated within the last ten years. Altogether, it is estimated that they spent more than 
$15 million on dental services in FY 1972, about 6.2 percent of their total budget. 

The Health Services Development Grants Program of the Community Health Service 
is the largest of these programs.  It was expected to spend at least $6.3 million in FY 1972, 
principally on the dental components of comprehensive health centers. Of 34 such comprehen- 
sive health centers, 21 provide no dental services whatever. Of the 13 that do provide such 
services, the program is often minimal in range. Dental services costs account for 4.8 percent 
of the total budgets for projects funded under this program. 

The Health Services Development Grants Program also supports II service projects that 
are wholly dental. One is an incremental program for children in a large metropolitan area. 
Several others are developing community services for the chronically ill and aged and for 
other homebound people. 

The Community Health Service also administers the Migrant Health Program. About 
three-fourths of the projects supported by this program included some dental care among 
the range of health services provided for migrant and seasonal farmworkers and their 
families   For the most part, the dental services have been limited to emergency procedures 
necessary for the elimination of pain or infection. The Community Health Service is making 
a major effort to upgrade these programs. Recent regulations declare that a full range of 
services are essential to health and establish a system of priorities which gives precedence to 
the treatment of children.  However, this change will have its greatest influence on newly 
developing programs   Less than 6 percent of the total Migrant Health Program budget for 
FY 1972 was used to support dental services. 
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The Appalachian Program, administered by the Community Health Service upon 
delegation by the Appalachian Regional Commission, includes several large multi-county 
dental programs among the health activities it supports. An estimated 11.7 percent of its 
total health services budget for FY 1972 was earmarked for support of these dental projects. 

Of the three project grants programs administered by the Maternal and Child Health 
Service, the oldest is the Maternity and Infant Care Program. About half of the Maternity 
and Infant Care projects provide dental services, although only a fraction of all expectant 
mothers receive any dental care   Only about 32,000 women received services in FY 1971, 
with $1.1 million used for this purpose   This sum represented 2.6 percent of the total budget. 

The Children and Youth Program supports dental services in 58 of 60 comprehensive 
care projects, and, in the remaining two. the project has made arrangements for care to be 
provided by others.  It is the largest of the activities of the Maternal and Child Health Service 
Program, serving principally the children who reside in the ghettos and inr.:r city areas of 
metropolitan areas. In FY 1972, an estimated S4.S million was used for dental services, 
approximately 9.5 percent of the total program budget. In this program, too, there are 
wide differences from project to project in both the range of dental services available and 
the proportion of eligible children actually receiving care. 

From a dental standpoint, the potentially most significant Maternal and Child Health 
Service grants program supports projects specifically aimed at improving the dental health 
of children.   Because of Departmental neglect, however, that potential is largely unrealized. 
For example, more than two years ago, the House Subcommittee on HEW Appropriations, 
in its report on fiscal 1970 appropriations for the Department, said it was "concerned about 
the lack of a coordinated program for the dental health of children while so many federal 
dollars are being spent under Medicaid and similar programs to treat dental conditions in 
adults that could have been prevented " 

That concern was valid and remains so today   Perhaps the best example of the way in 
which the Department has failed in this regard is the five-year-old law that led to establish- 
ment of pilot dental care programs for needy children under Section 510, Title V of the 
Social Security Act. 

This law, passed in December, 1967, possesses features admirably suited to implementation 
of what we know today about the optimum treatment of dental disease.  If the Department 
had given it even moderate support and funding during its life, it would have yielded by now 
a number of invaluable results 

By now, many hundreds of thousands of children who do not have ready access to 
preventive care would have been the beneficiaries of the law.  By now, a number of model 
experiments would be well underway, in both rural and urban settings, to discover the best 
ways of organizing and delivering dental care to groups of children.  By now, hard data would 
be available in large measure to help intelligent planning of national programs of dental care. 

Instead, because of the Department's refusal to fund the program adequately, almost 
nothing has been done for a five-year period   Less than S3 million has been allocated in total, 
relatively few children have l>enefitted, and'no information on methods of delivery and organi- 
zation has been elicited. 
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Formula grants: The Maternal and Child Health and the Crippled Children's formula 
grants were, for several years, virtually the only source of support for the dental activities 
of state agencies. (A dental grant was the last of the categorical grants to be authorized.  It 
.was available to the states for only three years before the Comprehensive Health Services 
grants replaced the categorical program.) At the present time, approximately $1.9 million- 
Si.6 million in Maternal and Child Health funds and $300,000 in Crippled Children's funds- 
are being used to support dental activities. This is less than 2 percent of the funds available. 
It is not much more than the amount devoted to dental activities in the early Sixties though, 
since that time, the total formula grant funding has more than tripled. 

The Comprehensive Health Services grants now support community activities in about 
the same amount as the Maternal and Child Health Service formula grants. States also use 
these funds to meet dental administrative costs.  In total, though, only $3.3 million of some 
$90 million in grants is devoted to dental activities. 

Health services research and development:  The National Center for Health Services 
Research and Development, HSMHA, supports many health service projects which have 
implications for the future provision of dental health services. Since the Center has no 
professional dental personnel on its staff, consultation for projects in the eariy states of 
their development is obtained from the personnel of the Division of Dental Health as the 
need for it is identified. There is no formal mechanism for assuring dental participation, 
however, and projects that have potential significance for dentistry often proceed without 
dental consultation or review. Few projects focus solely on dental service problems. At the 
present time, less than 1 percent of the grant funds available for research and development 
projects is devoted to dental projects. 

Dental care research and development activities have been conducted by the Division 
of Dental Health and its predecessor divisions since the early Fifties.  At that time. Division 
staff undertook a series of group practice and prepayment studies and initiated a program of 
technical assistance to foster and guide the development of prepaid dental care plans. Dental 
service corporations have now been formed in 38 states. These, along with a variety of insur- 
ance company plans, have expanded prepaid dental coverage from less than a million persons 
in I960 to about 15 million in 1972. Ten of these 15 million have been added just since 1966. 
Within this past year, the Division has regrouped some of its resources to give more emphasis 
to the problems of dental service organization, financing and delivery. 

Prevention and control services: The Division of Dental Health bears the major 
responsibility for the conduct of service programs concerned with the prevention and control 
of dental disease. The Division has, for several years, provided consultation, technical assistance, 
and resource information on fiuoridation to state health departments, dental societies and 
citizen committees 

Some 92 million people-about 57 percent of those on public water supplies-now benefit 
from controlled water fiuoridation   Most major cities are fiuoridated; the majority of unfluor- 
idated communities have populations of less than 10,000. Seven states (Connecticut, Delaware, 
Illinois, Michigan, Minnesota, Ohio and South Dakota) have enacted statewide fiuoridation laws 
and many more are working on them. 
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To reach the 22 percent of the population who are not served by public water systems, 
the Division encourages the fluoridation of school water supplies and the topical application 
of fluorides in school and community health programs. 

Because of its concern over the need for adequate fluoridation surveillance, the Division 
cooperates with the Bureau of Water Hygiene, Environmental Protection Agency, in technical 
and scientific matters related to fluoridation, including the development of surveillance train- 
ing courses for water treatment operators. 

Although periodontal disease is the most destructive of dental diseases among adults, the 
public is largely unaware of its ramifications and often ignores its symptons until too late. 
The Division has established the prevention of periodontal disease within the limits of present 
knowledge as one of its major goals and this year is launching a nationwide campaign, not only 
to alert people to it but to move them to do something about it-particularly to undertake the 
personal regimens of oral hygiene practice necessary to prevent and control the disease. The 
campaign will utilize TV, radio and newspapers. It will also include publications aimed at 
different age segments. In at least one demonstration program, all methods wilt be brought 
together in an intense community-wide dental health education program. 

Technical support: The Community Health Service provides technical consultation and 
advice to a variety of private and public organizations, including state health departments and 
Medicare agencies, area-wide planning agencies and providers of health services. However, 
these programs are primarily oriented to the concept of comprehensive health service rather 
than to a particular component such as dentistry. Although many of its extramural activities 
include major dental components and dental expertise is required for effective review and 
evaluation. Community Health Service has only two dentists on its own staff, both at head- 
quarters. One works primarily in the general health area rather than in dentistry per se; the 
other is a consultant. 

The Maternal and Child Health Service has dental program directors in four Regional 
Offices and a dentist at headquarters. The Division of Dental Health, in addition to a backup 
staff at headquarters, maintains a Regional Dental Program Director and a supporting staff in 
each of the ten HEW regions. The Division's regional staff, in addition to representing its own 
programs and those of the Bureau of Health Manpower Education, provides expert consulta- 
tion and technical assistance for the other HEW agencies in Regional Offices as well as for 
other governmental agencies such as HUD, OEO, and Department of Labor. 

PROGRAMS IN NON-HEALTH AGENCIES 

Programs administered by the Social and Rehabilitation Service, the Office of Education 
and the Office of Child Development are of major significance in the Department's total dental 
service effort, though they are not primarily health-oriented programs. 

Head Start and its offshoots. Health Start and the Parent and Child Care Center program, 
are administered by the Office of Child Development under a delegation of authority from the 
Office of Economic Opportunity   These programs have found dental decay to be the most 
frequent health defect among the young children Ihey serve.  Roughly $2.5 million was 
expected to be used in support of dental services in FY 1972   The Division of Dental Health, 
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under a reimbursement agreement with the Office of Child Development, provides professional 
assistance to and coordinates the Head Start dental program. 

The Office of Education administers three programs which finance dental care for other 
than Head Start children   It has a fourth program that provides a limited amount of support 
for dental health education activities   The largest program, authorized under Title I of the 
Elementary and Secondary Education Act, provides grant support to states for special programs 
to meet the needs of educationally deprived children. An estimated S8 million of these grant 
funds are used by local school authorities to give the children the dental care services they need. 

The Follow Through Program is designed to reinforce gains made by Head Start children. 
It provides comprehensive care to children enrolled in kindergarten through the 3rd grade. The 
most recent estimate available indicates that some $2.5 million would be spent for dental services 
in FY 1972. Essential dental care is also provided children enrolled in the Office of Education's 
Upward Bound Program, which is designed to assist under-achieving youngsters prepare for post- 
high school employment   About $700,000 were used to purchase dental services in FY 1970, 
the last year of available data. 

Medicaid, administered by the Social and Rehabilitation Service, is the Department's 
major source of support for dental services.  In FY 1970, the most recent year for which 
figures are available, federal share of the vendor payments for dental care totaled more than 
J83 million, accounting for 7 of every 10 dental care dollars that the Department spent extra- 
murally that year.  In FY 1969, before Congress lowered the income ceiling for the medically 
needy, such vendor payments for dental care amounted to $104 million. Dental payments 
were the only major category of payments to decline between FY 1969 and 1970. As a result, 
payments to dentists represented only 22 percent of all payments to licensed practitioners in 
FY 1970, compared with 28 percent in FY 1969 and 32 percent in FY 1968. 

All but 12 of the 51 jurisdictions (states, territories and DC.) participating in Medicaid 
provide at least some dental services. (Only Arizona and Alaska do not participate at all in 
Medicaid.) However, only very limited benefits are available in the vast majority of these 39 
jurisdictions. Although dependent children under 20 years of age constituted about 60 percent 
of all beneficiaries receiving dental care, only 20 percent of the beneficiaries in this age range 
received any care in FY 1970 

MANPOWER AND EDUCATION 

Though dental manpower and education programs-like service programs-can be found 
throughout the Department, they tend to be concentrated in two agencies:  the National 
Institutes of Health (NIH), primarily in the Bureau of Health Manpower Education (BHME), 
and in the Health Services and Mental Health Administration (HSMHA). 

In FY 1971. more than $68 million was identified as expended in the Department in 
support of dental manpower development within NIH. The funds expended through HSMHA 
programs or programs of other Departmental agencies were not identified. 
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To improve physical facilities-beginning in FY 1965 and up to December 31,1971- 
matching grants in the amount of $175 million were made to 38 dental schools by BHME. 
Through this activity, 1,195 new first-year places have been provided for freshmen dental 
students, and 2 J3I first-year places have been retained by replacement and renovation of 
obsolete facilities   More recent commitments to 6 schools for S22 million in construction 
funds will add another 184 first-year dental student spaces. 

Fifty-four awards made between 1966-1971 provided nearly $48 million for basic 
improvement grants and, between 1968-1971, awards in the amount of $40 million were 
made to 38 dental schools for special projects. In FY 1971 alone, $15 million was awarded 
to 36 dental schools for special projects. 

As dental auxiliaries become an increasingly important part of the dental service 
delivery team, programs to support the development of new types of auxiliaries and to 
increase the Nation's auxiliary training capacity also ate underway. Within the Bureau of 
Health Manpower Education, the Division of Allied Health, the Division of Dental Health 
and the Office of Special Programs carry out cooperative and complimentary programs 
related to the utilization and training of dental auxiliaries. 

In FY 1972, the Division of Dental Health expended approximately $9 million for its 
various manpower activities (This sum does not include funds^rogrammed by DDH for 
other BHME organizations, e.g. $1.7 million for dental therapist    training.) 

Among its activities, the Division develops and evaluates methods of recruitment, 
selection, and development of dental students and dental teachers; conducts research 
directed towards improvement in the quality of educational programs for dentists, dental 
faculty, students and auxiliaries; and experiments with instructional media, methodology, 
facilities and equipment used in dental education. 

A 5-1/2 year study at the Division's Dental Manpower Development Center demonstrated 
that dentists can achieve greater productivity by delegating many of the functions they now 
perform to specially trained expanded function auxiliary personnel. Now, in support of the 
$4.2 million Training in Expanded Auxiliary Management (TEAM) grant program, which 
presently covers 20 dental schools, the Center trains dental and auxiliary school faculty mem- 
bers who will be teaching techniques of team dentistry and orients members of state examining 
boards and others to the use of expanded function auxiliaries in dental practice. 

Auxiliaries themselves must also be developed to meet expected future demands. Making 
full use of opportunities provided by BHME programs which can support the training of such 
auxiliaries, the Division has programmed three regional centers which will design and develop 
teaching materials needed for training dental auxiliary students in selected duties. 

Projects which will develop and evaluate dental therapist training programs also are being 
initiated using the aforementioned funds appropriated to other units of BHME. Two such 

•The term used in the Comprehensive Health Manpower Training Act of 1971 (P. L. 92-157) 
when referring to expanded function dental auxiliaries 
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projects will develop coordinated statewide programs in community colleges for advancing 
the training of currently practicing auxiliaries so they can carry out expanded functions. 

A small continuing education grant program administered by the Division and supple- 
mented with contract funds has contributed to the establishment of a five-state continuing 
education television network encompassing Minnesota, Iowa, Nebraska, North and South 
Dakota. The project is attempting to provide a comprehensive high quality continuing edu- 
cation program for all dentists and auxiliaries in the region. To date, 13 hours have been 
simultaneously broadcast in the five states. Other continuing education activities, supported 
either all or in part by the Division, include the establishment of outreach programs for 
dentists to be conducted in community colleges, creation of courses to be presented on 
automated teaching machines, and a statewide multi-approach system of continuing dental 
education coupled with evaluation. 

Consistent with provisions of the Health Manpower Training Act of 1971, dental school 
curriculum changes which will accommodate flexible, individualized instruction are being 
fostered by the Division through consultation and by support of conferences. Other DDH 
education activities include investigations of the optimal approaches to the design of dental 
equipment and facilities; development of the most practical ways of retraining dental pet^ 
sonnel for new roles in dentistry; support of regional student conferences; investigation of 
educational methodologies; examination of recruitment and admission procedures for minoi^ 
ity students; and development of films as an aid to recruiting minorities and women into 
dental education. 

National, regional and area assessments of dental manpower resources and requirements 
have been made by DDH since the mid-l9S0's.  National registers of dentists and dental 
hygienists are nearing completion and will be updated annually through a joint venture with 
the American Association of Dental Examiners. This new system permits small area sampling 
of the dentist population for the purpose of identifying dental practice characteristics and 
critical shortage areas with greater refinement than has heretofore been possible. 

Lack of consensus about what constitutes shortage areas has led the Division to ask three 
state dental societies to propose criteria for identifying such areas-criteria which will reflect 
the views of the dental profession and which will identify unique local factors which appar- 
ently contribute to the shortage-and to make recommendations about ways to elimitute the 
shortages. 

Resources of DDH focus heavily on the utilization of dental manpower. The Division 
has, for many years, attempted to exercise leadership with respect to increasing the skills 
of auxiliary personnel-both traditional and new types-and the interest and ability of pro- 
fessionals to employ them effectively in their practices. The four-handed dentistry concept- 
now a part of every dental school curriculum-was developed and supported by the Division. 

Beyond this, projects are being supported to simulate various dental team configurations 
and the productivity changes that would result from changes in office organization and staff- 
ing as well as from changes in demands from the population for dental services. Other projects 
are measuring the actual impact of auxiliary utilization in private dental practices. 
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Related to the fuller use of auxiliaries in dental practice, the continuing analysis of the 
Nation's dental practice acts and the modiHcations they are un:.'<:rgoing has provided the 
basis for the development of a model dental practice act whisn will be proposed for adoption 
next year by the Council of State Governments. In the inierim, the information available 
provides an effective tool for providing consultation to «iates considering changes in their 
practice acts. 

Finally, a major six-nation study, conducted cooperatively by DDH and the World 
Health Organization, is underway in an effort to learn from other nations which have had 
long experience in providing dental services for their citizens. The study will analyze the 
characteristics of the methods employed for dental care delivery, stressing the manpower 
components of the systems and the effectiveness and efficiency of the systems when viewed 
from the perspective of the consumers and providers. 

In HSMHA, among the numerous programs making contributions to the Department's 
total manpower effort. Regional Medical Programs Service supports continuing education 
programs. In early 1971, for example, eleven projects costing $1.3 million were being sup- 
ported. It is estimated that in FY 1970, some 12,000 dentists received training through 
these projects. 

Among other HSMHA manpower activities, the Federal Health Programs Service pro- 
vides training through its facilities, which includes dental residencies and dental auxiliary 
development while the National Center for Health Services Research & Development supports 
projects that, for example, serve to evaluate dental auxiliary development and demonstration 
programs. 

RESEARCH 

Unlike the dental service and manpower functions of the Department which are fragmented, 
the diseaseoriented dental research function falls almost exclusively within the province of the 
National Institute of Dental Research.  FY 1971 expenditures were estimated at $35 million, 
some 3 percent of the $1,118 billion obligated for NIH's research activities. The FY 1972 budget 
was increased to $43 million. 

The National Institute of Denial Research was established by the National Dental Research 
Act of 1948 and, under the authority of this Act, conducts and supports basic, clinical, and 
applied research and training in the causes, diagnosis, prevention and cure of oral diseases 
and disorders. Specifically, the Institute (I) conducts intramural laboratory, clinical and field 
research: (2) supports dental and medically related research and research training by assisting 
individuals, universities, and agencies through grants-in-aid for research projects, training, 
fellowships, and dental research Institutes, and (3) conducts and supports collaborative and 
developmental research programs aimed at specific dental problems where m^or advance seems 
clearly possible 

The state of the art for dental caries, periodontal disease, and other major oral-facial 
problems and the poti-nlLil for significantly advancing knowledge within a five-year period 
are described in a report prepared at the request of the appropriation committees of the 
U. S. House of Representatives and Senate - 
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Dental caries: The National Caries Program-initiated with a SS million add-on budget 
and now with a budget approximating J9 million-was implemented in order to find ways to 
reduce the incidence of caries and to extend the capability of dentists and other members of 

•the dental team to prevent decay   Because of the complex nature of caries, it is unlikely that 
any one approach will completely solve problems of its prevention and control. Therefore, 
in the National Canes Program, efforts are directed to depressing the effects of all factors to 
a minimum through a combination of techniques. This concerted research effort offers 
prospects for making the universal problem of caries largely preventable before 1980. Pro- 
gress is already bemg made in such areas as the development of an effective anti-caries sealant, 
new approaches to topical uses of fluorides, and the exploration of the caries-inhibiting 
effect of enzymes   The research is conducted through contracts with public and private 
research and development organizations and through epidemiological and field investigations 
conducted by the Institute's staff. 

Periodonlal diwase; New initiatives to advance understanding of ttie causes and means 
of preventing perk>dontal disease also are underway. With current support approximating 
SS million, a diversified program of research is conducted, including studies of the roles of 
enzymes in the destruction of periodontal tissues, observations on bone metabolism, and 
projects to explore important immunological aspects of periodontal disease. These activities 
are directed to a fuller understanding of the complicated biology and chemistry of the 
inflammatory process and ultimately the df'velopment of new preventive measures against 
at least some forms of the disease 

Other disease-oriented research: Other research supported or conducted intramurally 
by the Institute includes that related to the development of improved restorative materials; 
achieving greater understanding of the cause of dental and oral-facial anomalies and improved 
methods for their treatment: development of effective means for preventing herpetic lesions; 
and finding better ways to control pain and relieve anxiety connected with the provision of 
dental services 

The Institute also supports five dental research institutes and centers which, as oppor- 
tunity presents, emphasize targeted approaches to the development and application of 
knowledge toward the prevention, cure, or control of dental and oral disease. Initiated five 
years ago, the program seeks to attract the knowledge and skills of scientists in disciplines 
not heretofore involved in dental research   They build on and extend existing institutional 
strengths, provide for participation of multiple disciplines, facilitate the cooperation of a 
broad range of biological, physical, and social sciences in the study of problems of common 
interest and interact with the education program of the parent university   This emerging 
network of dental research centers not only contributes new knowledge but also provides 
stimulating environments for training teaearchers and teachers. The program is already 
demonstrating its potential for helping to reduce the long existing lag between dental and 
other biomedical research. 
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Research training: The Institute serves as the principal source of support for the 
development of investigators in the dental sciences   The research training programs of NIDR 
also have contributed substantially to the development of trained faculty for dental schools. 
The proportion of full-time faculty in dental schools has grown from 25 percent to slightly 
more than 40 percent over the past eleven years   The number of full-time dental school 
faculty members engaged in research at least 10 percent of their time has grown nearly three- 
fold since 1958-59 from a low of 400 to over 1100 in the 1969-70 school year. 

A notable impact has been in such important disciplines as materials science and 
corrective speech therapy, which had been woefully deficient in dental schools. Dentally- 
oriented training has also been provided in other major basic disciplines to provide the kind 
of broad research effort needed to generate productive answers to oral health problems. In 
recognition of the serious shortage of trained clinical investigators, a greater share of the 
training program is now being directed toward strengthening clinical research capabilities. 
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PROGRAM PROBLEMS. ISSUES AND RECOMMENDATIONS 

The Advisory Committee, after reviewing the current dental programs of the Department 
against the backdrop of the major dental health problems of the Nation, felt it appropriate to 
make comments and recommendations for strengthening the overall program effort.  Inasmuch 
as the Committee was unable to ascertain that the Department had any general philosophy or 
policies which guided the development of its dental health programs, the Committee, to guide 
its own deliberations, adopted the philosophy that dental services are an essential part of total 
health services and that every individual-whatever his situation-should have access to the serv- 
ices he requires. The Committee also is of the opinion that the Secretary of HEW is in a unique 
position to help make this right a reality, and moreover, that he has a responsibility to use all 
appropriate means to do so. 

Therefore, to establish a sound base for all program development within HEW, the 
Committee recommends that: 

I. The Department should squarely face the fact that the human suffering and 
disability resulting from oral and dental disease is of staggering proportions; it 
should acknowledge by adoption of appropriate policies that dental care is an 
essential part of total health care and tliat every person has a right of access to 
necessary dental services: and it should establish national dental health goals and 
foimulate a plan and programs essential to their achievement. 

Other comments and recommendations which follow relate to specific program elements: 
manpower, prevention, biomedical research, delivery of dental services, national health insur- 
ance, attention to children and concern for minorities and other groups having special needs. 

MANPOWER 

The prospect of providing sufficient dental care of high quality intensifies a most serious 
problem facing dentistry:  the limited supply of dental manpower and its distribution. Already 
acute in some areas, the shortage of dentists and dental auxiliaries will inevitably become worse 
unless dental and allied schools continue at full capacity and solutions are found to the mal- 
distribution of available resources. 

Consequently, there is a paramount need to modernize, expand and develop the facilities 
where students are educated, improve the educational programs and increase the productivity 
of all members of the dental health team   Progress is being made by federally-supported pro- 
grams in the use of self-teaching machines, closed circuit television and computer-assisted 
teaching programs for dental students, auxilianes and for the continuing education of dental 
practitioners outside the university setting. Dental research institutes in university settings 
also give attention to research training in applied dental science, research fellowships for students 
in those centers, and accordingly, act as hubs for disseminating continuing education to private 
practitioners   Programs related to the recruitment of well-qualified teachers and researchers 
are paying off. Efforts by private and public agencies to attract young people from minority 
groups to careers in dentistry show promising results and should be expanded. 
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The most eOicient use of scarce dental skills can be secured through the extended use of 
dental auxiliaries.  Dentists today are employing larger numbers of auxiliaries and, in so doing, are 
increasing the amount of services they can provide and the number of patients they schedule each 
year.  Statistics from the American Dental Association show that dentists, through the greater use 
of auxiliaries, are scheduling many more patient visits per year than a decade ago. And the trend 
of employing multiple auxiliaries is continuing   In addition, the dental profession is using auxiliary 
personnel in more efficient ways than formeriy as more dental graduates are better prepared and 
more practicing dentists learn the new methods of working with auxiliaries who possess advanced 
and additional skills.  Even more recent than these developments, and of major significance, are 
the new Division of Dental Health-supported TEAM (Training In Expanded Auxiliary Management) 
programs in many dental schools. This further increases the productivity of newly-trained dentists 
by teaching them to make better use of auxiliaries with expanded clinical duties.  As encouraging 
as these advances in the development of dental manpower and services have been over the past 
decade, the very difficult problem of balanced distribution of dental services remains largely unsoWed. 
Financial incentives to encourage recent graduates to practice in underserved areas have not proved 
attractive enough. The National Health Service Corps Program is too new to evaluate. Certainly 
this major problem of distribution of manpower is one that requires intensive study, experimenta- 
tion and development. 

Regarding dental manpower, the Committee makes the following recommendation: 

II. The dental manpower programs of the Department should be improved by increased 
efforts to graduate more dentists and auxiliaries: to overcome problems of maldistribu- 
tion: to improve educational programs: to achieve greater efficiency in the delivery of 
dental services through the full use of dental auxiliaries: and to recruit more members 
of minority groups and more women into the dental work force. 

As part of this recommendation: 

a. Intensive research should be undertaken and supported by governmental funds to 
determine factors that influence the distribution of dental manpower, to design possible solutions 
to the maldistribution problem, and to experiment with methods that would alleviate and solve 
these critical problems 

b. Support should be continued and increased for the improvement of educational programs 
and the development of new teaching methods in schools for dental students and auxiliaries. 

c. Efforts by private and public agencies to attract promising young people, especially from 
minority groups, to dental careers should be encouraged and strengthened. Efforts to bring more 
women into the profession of dentistry should also be intensified 

d. Federal support should be continued and increased for the development and operation 
of more dental auxiliary training programs, especially expanded function auxiharies, in commun- 
ity colleges and other post-high school programs, and commensurate attention should be given to 
the development of teachers for these programs. 

e. Greater emphasis should be given to training expanded function auxiliary concepts 
for dental students as well as for dentists and auxiliaries already in the work force. 

f. Greater efforts should be made to recruit military-trained dental auxiliaries upon the 
discharge from the military and to make full use of their skills. 

20 
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PREVHfTION 

The best way to improve the Nation's dental health is to prevent dental disease, Dental 
caiies can largely be prevented and to a lesser degree periodontal disease can be controlled. 
Their current prevalence simply indicates that we have failed to apply fully the scientific 
knowledge we have   Fluoridation, for example, decreases the incidence of tooth decay by 
two-thirds; it is safe, economical, simple to implement and has been called an ideal public 
health measure   Yet after 50 years of research and more than 25 years of practical experience, 
12,000 communities still have not started fluoridation programs.  Fluoridation is a major health 
economy-it cuts the cost of treating tooth decay in half. That fact has been demonstrated 
already in several large cities and m cost studies of Head Start and Neighborhood Health Center 
programs. 

Perhaps the most encouraging recent development in fluoridation is the enactment of 
state laws requiring the institution of fluondation programs. Se%'en states-Connecticut, 
Minnesota, Illinois, Delaware, Michigan, South Dakota, and Ohio-now have such laws. Bills 
for mandatory fluoridation have been introduced in other state legislatures. All this is very 
much to the good, Init it is just not good enough   The total increase in the number of 
fluoridation programs throughout the land continues to be deplorably slow. Only half the 
people in the United States receive the fluoridation benefits they should have. 

Too frequently, surveillance of fluoridation programs has been lacking after fluoridation 
was installed and the switch turned on   Recent statewide fluoridation evaluation surveys con- 
ducted by the Environmental Protection Agency have revealed that more than half the water 
samples collected from the distribution systems of selected fluoridated water supplies con- 
tained fluoride ion levels in deficient amounts   Thus, there is a need for increased and 
continued attention to the maintenance of fluoridation levels in community water systems 
where fluoridation programs have been instituted. 

There are some workable, though less effective, alternatives to community water 
fluoridation    For those children who do not have access to a community water system, 
the fluoridation of school water supphes can be substituted. Or the use of self-administered 
topical fluorides, such as special fluoride pumice pastes, may prove beneficial. These newer 
methods of delivering fluoride benefits, while admittedly not as good as community fluori- 
dation, may nevertheless be the most practical preventive approach for rural children. 

There are 14,000 new victims of oral cancer each year and most of them can be treated 
successfully if their condition is detected early enough   But improved methods of eariy 
detection by dentists and physicians are needed in addition to the currently available con- 
tinuing education approach 

Schools, pnvatc practitioners and community Information programs can all help develop 
the preventive approach to the control of dental diseases   The inclusion of preventive dentistry 
theories and applications in the dental school curriculum can help develop dentists who have 
the knowledge needed to teach preventive dental practices to patients. Continuing education 
courses for those graduated can help emphasize prevention for the practicing dentist. It is 
also important that methods for motivating patients to want to keep their mouths clean 
be developed and implemented 

85-7IS O - 74 • 
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It has been noted that a day-to-day persona] oral hygiene program plus periodic visits 
to the dental office provides substantial protection against pehodontal disease. An oral 
hygiene program includes basic plaque control-proper use of disclosing tablets, brushing and 
flossing methods   Knowledge of these methods can be utilized by dentists to motivate patients 
to adopt an effective oral hygiene prugiam that can be practiced routinely at home 

Proper plaque control methods can also be taught through health education in the schools 
as well as through dentally sponsored community information programs   Preventive dentistry 
programs in individual classrooms and mass media can be effective in getting knowledge applied 
for the prevention of dental disease 

School programs, patient education in the dental office, and media programs should also 
include nutritional counseling on the basic dietary requirements helpful in disease prevention. 

The Committee therefore makes the following recommendation in the area of preventing 
and controlling dental diseases: 

III. A grant-ir>-aid program should be established to provide support for the purchase 
and installation of fluoridation equipment and for surveillance of fluoridation pro- 
grams. An intensive nationwide health education program also should be initiated to 
make the public aware of what can be done to prevent and control dental diseases. 

As part of the implementation of this recommendation, the Committee urges that: 

a   A national fluoridation program be started that would provide grants for the purchase 
and installation of fluoridation equipment for community and rural school water supplies. 
Financial assistance by the Department to help meet the costs of installing and operating the 
programs for a specifled time should be inaugurated. 

b   Formal cooperative efforts should be established on fluoridation surveillance and 
training programs between the Office of Water Programs, Environment Protection Agency and 
the Department of Health. Education, and Welfare 

c. Evaluation of the long-term results of plaque control programs be undertaken. 

d. A dental health education program for parents, children, and personnel working with 
children should be instituted as an essential component of health programs of the Department. 

BIOMEDICAL RESEARCH 

Great advances have been made in the technology of dantistry and dental materials, but 
there is continuing need for research on the causes and prevention of caries, periodontal 
disease and dental anomalies   The new emphasis by the prolession on a preventive orientation 
rather than solely restorative requia's a solid, scientilic foundation on which to base the pro- 
motion of various preventive measures to the profes.sion and the public   Such research is being 
supported and conducted pnmanly by the National Institute of Dental Research. The 
Committee recommends: 

ii 
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IV. There should be continued emphasis on targeted biomedical research to expedite 
the development of new and more effective preventive measures. Accordingly, the 
five-year plan of the NIDR for the optimum development of the Nation's dental 
research effort should be given high priority by the Department in the allocation 
of financial resources. 

DELIVERY OF DENTAL SERVICES 

Traditionally, research m dentistry has concentrated on biological and technological 
problems rather than on the delivery, financing and organization of dental services. Too 
little attention has been paid to such major issues as the motivation of patients to maintain 
ttieir dental health, the reasons for utilization of care by the public, and the various means 
to increase the productivity of dentists and the efficiency of their practices. In the last decade, 
however, it has become evident that increasing the productivity of dental manpower and the 
provision of more care to more people depends in part upon expanding research in the dental 
care delivery system   There is now considerable emphasis on developing and defining the 
expanded use of dental auxiliaries and on training dentists and auxiliaries in new roles. But 
this is not enough. The Committee recommends: 

V. A major effort diould be launched immediately to conduct a coordinated program 
of research and development related to the organization, financing, delivery and 
utilization of dental services, and adequate funds for this purpose should be made 
available to the Dhrision of Dental Health. 

Among the areas requinng special attention are: 

a. Research on the comparative advantages to patients and dentists of various modes 
of practice and practice management systems. Special emphasis should be given to group 
practice where dentists and other health personnel work as a cooperative team, sharing 
facilities, patients, income and responsibilities. 

b   Establishment of criteria to measure the quality of dental care on an individual basis 
together with development of effective professional peer review systems. 

c.  Development of ways to motivate patients to assume necessary personal responsibility 
for maintaining their dental health and also for seeking dental care. 

d   Documentation of utilization patterns in care programs and identification of reasons 
why individuals do or do not seek necessary dental care. 

e. Development of systems for providing dental care in areas without resident dentists. 

f. Comparison of different systems of dental prepayment, on such issues as cost-benefit, 
use of copayment and deductibles, different benefit patterns, and different modes of payments 
to providers 

23 
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Within the general context of program deficiences related to dental care, the Committee 
feels that particular comment needs to be made about the lack of dental programming within 
the Health Services and Mental Health Administration   HSMHA has a budget of some S2 
billion a year and more than 25,000 employees   Yet. the Committee had not been able to 
discover that any hard thought has been given to dental affairs within HSMHA's purview, 
except for generalized comment about the importance of dental health and a token appoint- 
ment of a "HSMHA dental coordinator," without staff, who has retained all of his former 
responsibilities and remains submerged organizationally   In its organizational recommenda- 
tions, the Committee includes a suggestion that would, it believes, begin to reverse this present, 
unacceptable void in dental programming within HSMHA 

NATIONAL HEALTH INSURANCE 

Dissatisfaction with the Nation's health care system is being discussed with great fervor 
at all levels of our society. The dissatisfaction stems from people recognizing that preventive 
health measures and treatment of illness are not equally accessible to all   Government alone 
cannot solve the complex problems of health care. For effective planning and implementa- 
tion of a dental component in national health insurance, it will be necessary for the govern- 
ment to work closely with the dental profession, third party agencies and the public to ensure 
that the dental health program will be to the beneflt of all people 

The Committee believes that improvements in the Nation's health care delivery system 
are indicated and that such changes inevitably will involve the delivery of dental care.  Because 
dental health is an essential component of total health and an essential part oT everyone's 
well-being and appearance, the Committee is emphatic in recommending that dental services 
be an.integral part of every comprehensive health care program   Numerous bills have been 
introduced in the Congress to establish some form of national health insurance. We believe that 
whatever national health program is adopted should contain a realistic dental component that 
is within the capability of an expanded and more productive dental work force to deliver, that 
is professionally sound, and that will be accepted and valued by the public   The Committee 
also recognizes that there can be no real solution to the Nation's dental health problems unless 
the public is educated to the value of oral health 

The Committee has noted the dental profession's long-standing policies to endeavor to 
make comprehensive, quality care available to everyone in a manner that respects the dignity 
of the individual regardless of economic status, geographic residence, national origin, race, 
creed or color. 

The Committee is convinced from reports and available data that a comprehensive dental 
health program for all people of the United States is achievable if careful planning and efficient 
programs are created and maintained 

Formation of the program will require new legislation, additional dental manpower, the 
application of new financial methods of payment, the setting of priorities and the use of sur- 
veillance and evaluation procedures 

Too frequently dental services have been considered an add-on benefit rather than an 
integral part of health care   Most, but not all, of the legislative proposals on national health 
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insurance include some level of dental care   The proposal supported by the Department during 
the 92nd Congress conspicuously lacked dental provisions. It may be necessary for the dental 
component to provide different coverages and different priorities for different population groups 
than the medical components of the program   Such differences, when necessary, should be 
based on fundamental differences between dental problems and medical problems. Most dental 
problems require different treatment methods, appomtment schedules, priorities, clinical skills 
and payment methods than medical problems  These differences must be taken into account 
within the framework of the total health program. 

The Committee had for its consideration the latest information and data on dental pro- 
grams in this country and it also considered dental programs operating in other parts of the 
world   All recent studies of dental health problems in this country and others lead to the con- 
clusion that the prevention of dental disease through public health measures such as fluoridation, 
effective preventive dentistry practices in dentists' offices, intensive personal dental hygiene 
regimens, and a concerted, organized treatment program for school-aged children result in 
maximum dental benefits   If a program of prevention and treatment for all school children 
were instituted in the United States, the Committee believes the dental health status of the 
country would be significantly improved in a generation. 

With respect to national health programs, the Committee makes the following 
recommendation: 

VI. The Department should propose and support a national health insurance 
proposal that includes at the outset a dental component that gives priority to 
preventive and therapeutic services for children and emergency dental care for 
aU. 

In this regard, the Committee calls attention to its interim recommendations which appear 
in Appendix II of this report 4 

ATTENTION TO CHILDREN 

The massive prevalence of dental disease among all elements of the population makes it 
improbable that the Nation is going to allocate sufficient resources at one time to permit 
everyone to have comprehensive treatment. Given that assumption, choices must be made 
and priorities set 

This Committee endorses unequivocally the long-standing position taken by the dental 
profession and others involved in dental health questions that the first priority belongs to 
children. It believes that preventive services for children should be the central concern of all 
Departmental programs that deal with the delivery of dental care services. 

Special attention to children is justified on any number of grounds.  From the point of 
view of economics, preventive services for children are susceptible to realistic controls both 
by way of the numbers involved and the kinds of services that constitute comprehensive care 
for them. Extensive prosthetic services, for example, are required to a far lesser degree when 
treating children than in treating other age groups 

2S 
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From the professional point of view, investment in children's dental health concen- 
trates funds on the precise groups where care will yield the richest and most enduring dividends. 

And finally, from the point of view of the over-all dental disease problem, the Committee 
agrees that if we can bring a generation of children to maturity while they are in possession of 
sound oral health, it is the single most significant action the Nation can take in reducing the 
existing backlog of disease while preventing its further growth. 

Much more can be done than is accomphshed at present in terms of organized methods 
for doing something about the root causes of the present backlog of existing disease among 
children   The Department, foi example, has shown almost no awareness, in terms of money 
allocation, of the potential that might be realized in working with children with respect to 
their dental needs within the school system   For some yeecs now, dental experts have been 
focusing increasing attention on how children can be reached through the school system in 
a way that is well-organized, effective and acceptable to the children and their parents, and 
various proposals have been brought forward in recent years by individuals and organizations. 

The Committee recognizes that there are divergent views as to the extent to which dental 
care should be provided by auxiliaries not under the direct control of a dentist physically pres- 
ent, and that no consensus exists as to any one program which will be most appropriate and 
effective in all instances   The concept of reaching children for essential, basic dental care 
through a school-based program holds considerable promise, however, and it should be possitrie 
to resolve differences by further study or by establishing pilot programs using alternative plans. 
The difficulty of reaching agreement as to the best way to proceed must not continue to block 
progress when there is general agreement that a high priority need exists in this area. Immedi- 
ate attention should be given to an assessment of these various proposals with the objective of 
determining how best to solve the problem of improving the dental health care of the Nation 
through an attack on the dental health problems of its school-aged citizens. 

The Committee suggests that the most effective approach to this assessment is through 
the appointment of a joint governmental and non-governmental task force, thus making maxi- 
mum use of the available talent both within and outside the ranks of government. The task 
force should not only evaluate all the various proposals that have been made for the establishment 
of school-based dental programs but conduct whatever additional studies it may find necessary 
in order to produce a definitive assessment and recommendation. Without restricting the gener- 
ality of the assignment, the Committee suggests that the evaluation include an assessment of 
the appropriate combination of professional and pataprofessional personnel to be utilized, the 
most effective administrative mechanisms, the necessary support services (such as facilities, 
transportation, etc ), and sources of funds to support such a program adequately 

Obviously, we can't ignore everyone else in society while directing our attention solely to 
children   The aged are entitled to attention; so too are those who are family breadwinners. 
But in terms of pnonty, preventive services for children has a rightful claim as being the most 
important step for the country to take. 

The Committee makes the following recommendation: 

VII. Departmental dental efforts should give priority attention to the prevention 
and control of dental diseases of children at least up through secondary school age. 
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Emphasis should be placed on exploring the achievement of these goals within 
the framework of school-based programs   Accordingly, the Secretary should 
appoint a combined governmental and non-governmental task force whose 
charge would include, but not be limited to, the study and evaluation of all 
aspects of a school-based children's dental care program and the making of 
appropriate recommendations thereupon. 

MINORITIES AND SPECIAL GROUPS 

The United States is today the most affluent, most powerful Nation known to history. 
Yet, it has its forgotten millions   people who live daily with deprivation and despair. Among 
the essential elements of a civilized society that are withheld from these millions, health 
services constitute one of the most hurtful deprivations. 

For many, such deprivation is essentially a matter of economic status. For others- 
including many blacks, Mexican-Americans and additional minority groups-discrimination 
on not only the economic level, but also the social and personal has taken an especially 
cruel toll 

The consequences of this discrimination is readily and shamefully evident with respect 
to oral health   The American Dental Association's Survey of Needs for Dental Care, 1965^ 
meticulously documents the differences in dental treatment received by persons of disparate 
incomes as well as the lesser amount of attention received by minority groups. 

Additional studies in recent years have yielded results such as these: 

(1) A 1960 survey of 2.564 indigent children ages 6 to IS living in Chicago showed that 
while 97 percent of them had decayed teeth, only 8 percent showed evidence of having 
received prior restorative treatment   Twenty-two percent had missing permanent teeth and 
25 percent had permanent teeth requiring extraction because of decay. Among children aged 
II to IS in this group, 12 percent had ten or more decayed permanent teeth and no restorations. 

(2) A 1967 survey of 3,911 five-year-old children of all economic levels in Contra Costa, 
California showed that while 24 percent of the children from the median-income level had 
been to a dentist in the previous twelve months, only 6 percent of children in the lowest- 
income level had done so   While only 14 percent of the children in the median-income level 
had never been to a dentist, 52 percent of the poorest children had never been. 

(3) The National Health Survey, 1963-64, indicated that among children aged S to 14 
from families with incomes of $2,000 or less. 68 7 percent of the children had not been to 
a dentist in the previous two to four yeais and 58 3 percent of them had never been to a 
dentist.  For children of the same age but living in families with incomes of $10,000 or more, 
only 9 3 percent had never been to a dentist 

(4) Data from various National Health Surveys show that of the total number of dental 
visits for children in the income groups under $2,000, 31 8 percent were for extractions; the 
comparable figure for children in the income group of $7,000 or higher is 4.8 percent 

27 



180 

5) The 1967 Survey of Needs for Dental Care shows that low income dental patients 
in general need 14 times as many extractions due to decay and need dentures 20 times as 
frequently as those with incomes of $6,000 or higher. 

There can be no excuse for these prevailing conditions. The entire Nation is under 
serious obligation to take whatever exceptional steps are necessary to change the picture. 
The dental profession and the Department have a special obligation with respect to oral 
health needs of the deprived 

Accordingly, the Committee recommends that: 

VIII. High priority attention should be given to developing mechanjsms assuring 
the availability of high quality dental services to minorities, low-income peraoni 
and other population groups having special needs. 

28 
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ORGANIZATIONAL IMPEDIMENTS AND RECOMMENDATIONS 

Two events that took place in the mid-Sixties profoundly changed the character of 
health programming in the Department   They were, first of all, the adoption of the principle 
of comprehensive health programming-a departure from the previous categorical or disease- 
oriented approach-and secondly, an acknowledgement that the Department had a greater, 
more active role to play in helping to deal with the Nation's growing health delivery and 
health manpower problems. 

Even prior to this time, dental programs in the Department had a sufficiently difficult 
time in attracting the sympathetic attention of Departmental policy-makers. One of the 
more ironic examples of that is the fact that efforts were made for years to achieve a cate- 
gorical grant for dental disease despite the indifference of the Department. It was finally 
achieved a bare three years before categorical grants were all but abolished. 

Since the mid-Sixties, the problems of dental programs have become increasingly 
critical   The fact that dental programs account for less than 2 percent of the Department's 
health budget-as opposed to some 9 percent of the private health dollar-is significant not 
only in itself but as a symbol of the inattention given dental health by the Department. 

With the move toward comprehensive health programming, the responsibility, legal 
authority and funds for dental activities have become diffused in what are now several nearly 
independent agencies of the Department; such as HSMHA, NIH, SRS, OE and OCD. There 
has been an apparent lack of mterest on the part of those having responsibility to accept it 
on behalf of dental programming   Frequently, those non-categorical programs with clear 
legal authority for certain dental activities choose to fund an occasional project as acknowledge- 
ment of responsibility, and a piotection of their administrative prerogative, while at the same 
time pleading they do no more because dental activities really are the responsibiUty of cate- 
gorical dental agencies, especially the Division of Dental Health. No one has explained how 
the Division should be expected to carry such weight with an operating budget that has never 
exceeded S12 million a year 

Compounding this problem has been the sequence of changes made at various times in 
recent years in the administrative and organizational structure of the Department. 

Over the years, there has been considerable variation in the way in which the Department 
has addressed itself to the senous problem of coordination that invariably exists in an agency 
of such massive size and broad scope   No one, so far as the Committee is aware, would yet 
claim that these problems have been totally resolved   And the fluctuation of approach has 
itself given rise to some administrative anomalies whose existence hmder optimum operating 
efficiency 

One such anomaly concerns the Office of the Assistant Secretary for Health. The 
occupant of that post is, by title and intent, the chief health officer of the Department. Yet, 
massive health programs are in fact outside his jurisdiction and largely unsusceptible to the 
coordinating efforts of his Office 
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While questions relating to the Ofrice of the Assistant Secretary for Health are not 
wholly within the purview of this Committee, the consequences of the narrow limits of 
that Office substantially affect matters that do make up the Committee's task   Steps need 
to be taken to give to the Office of the Assistant Secretary for Health the actual authority 
to match its theoietical responsibility   Certainly, it is puzzling to outsiders that the Depart- 
ment would go to the lengths it does, quite properly, to recruit nationally recognized and 
extraordinarily well-qualified health leaders (o fill the Assistant Secretary post and then 
deny him administrative authority over such programs as Medicaid, Head Start and a host 
of others that possess implications for health 

This anomaly has had chilling consequences down the line   With respect to dentistry, 
it has meant that there is literally no one in a position to have a Departmental overview of 
all dental programs, much less the authority to work for better coordination of them. No 
one below the Office of the Secretary is in an administrative position to carry out this 
fundamental task 

Of equal seriousness, too little has been done of an interim nature to try and ameliorate 
the difficulties until such time as the Assistant Secretary has appropriate authority given him. 
In December, 1969, a special assistant for dental affairs to the Assistant Secretary was estab- 
lished   However, the post was filled for only a short time and has now been abolished. 

The history of the position of Chief Dental Officer of the Public Health Service is also 
deserving of note. Departmental attitude toward,the post is most difflcult to understand. 
The post is a statutory one, decreed by Congress     The last occupant of the post retired in 
1967.  No successor has yet been appointed despite repeated requests from dental groups 
outside government and inquiries from Congressional sources   At the same time, equivalent 
posts for other elements of the PHS have become vacant and been promptly filled. The 
Department's stubborn refusal to fill the dental post is not only inconsistent with its other 
actions, it is so inexplicable as to raise serious questions about HEW's commitment to dental 
health 

Accompanying the diffusion of authority and funds for dental health programming is a 
hierarchical downgrading of dental organizations throughout the Department with the excep- 
tion of NIDR   Lack of organizational status in and of itself is not necessarily bad, but the 
indirect effects can be and have been detrimental   As an important example, the lack of 
opportunity for dental program directors to discuss dental problems and dental program 
needs before committees of the Congit-ss dunng the appropriation cycle or with high level 
agency or Department officials on questions of policies and prionties-a result of their 
unfavorable organizational status-is in the long run a senous obstacle to the development of 
essential dental programs 

The Committee is convinced that modifying the organizational structure within which 
HEW dental activities are carried out and changing the administrative mechanisms which govern 
them are a necessary first step in the attempt to achieve more rational and more equitable 
treatment for its dental health activities   Changes arc needed to provide for improved planning 

'Subsection 20S(b) of the Public Health Service Act 
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and coordination and, particularly, for dental input suft'icient in quantity, quality, and 
timeliness to help shape better inrormed, more realistic policies and practices regarding 
dental health for the many so-called comprehensive health activities within HEW, Far 
too frequently, these progiams have developed with little or no concern for the dental 
health of the people the piograms are designed to serve 

Two options at the extremes ol the continuum of organizational possibilities were 
considered by the Committee and rejected   These were:  (I) consolidating to the maxi- 
mum extent possible all HEW dental activities, along with appropriate staffs and flnancial 
support; and (2) dispersal and complete integration of dental activities throughout the 
various major programs and agencies of HEW 

The former was rejected because it is inconsistent with the philosophy of organiza- 
tion which prevails within the Department, and it would tend to isolate dental activities. 
The latter was rejected as a sure means of exacerbating extant problems of planning and 
coordination, and would only make it easier for the Department to avoid confronting the 
very real issues which must be faced with respect to the Nation's formidable and growing 
dental health problem 

Even organizational changes that are intermediate to the two extremes were not seen 
by the Committee as being so certain of success that the benefits to be achieved appeared 
worth the risks involved in further organizational disruption of the kind which has con- 
tinually plagued the dental activities over the past decade and, particularly, in the past 
few years   Among such intermediate organizational changes considered, but eventually 
rejected, were:  (I) consolidation of all NIH dental activities into a single entity within NIH 
and all dental activities within HSMHA into a single entity within HSMHA; (2) consolidation 
and transfer of DDH. NIDR. and the dental branch of DPHPE to HSMHA, and assignment of 
dental planning and coordination functions for the Department to that organization.; 
and (3) transfer of DDH service programs to HSMHA, while retaining its manpower programs 
in BHME 

To the Committee, the organizational placement of DDH was a matter of particular 
concem-a concern which stems from the fact that DDH has responsibilities which cut across 
agency lines   The Committee is aware of the fact that the subject of DDH's organizational 
placement had been examined on previous occasions by other groups   The last of these was 
a 1970 study conducted under the direction of Dr Leonard Fenninger.    It focused specifi- 
cally on the feasibihty of transfernng the service components of DDH to HSMHA. The study 
group, drawn from HSMHA and NIH. concluded that "the gains from transferring the 
designated service functions ot DDH to HSMHA at this time would be far outweighed by 
the losses that would be sustained by the separation of the now closely-related DDH research, 
education and service functions, and by the likely dispersal of the DDH service functions 
throughout the various HSMHA program.s " 

This Committee concurs with these eailier findings   But it is not prepared to conclude 
only that the transfer ot DDH service functions to HSMHA is not feasible and leave unre- 
solved the question of how to improve planning and coordination of dental activities within 
HEW   Therefore, the Committee finally concluded that the most prudent approach would 
be to add elements to the structure which would enhance the ability of existing organiza- 
tional units to function effectively and increase their opportunities for having purposeful, 
timely input, as appiopnatc. in the planning and development of HEW health programs. 
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The recommendations that follow, taken altogether, would provide an opportunity 
for overcoming many of the present deficiencies which retard dental program development 
in HEW. 

The recommendations are: 

IX. Establish a Deputy Assistant Secretary for Dental Affairs in the OfTice of 
the Assistant Secretary for Health. 

The incumbent of this staff position would serve as principal advisor to the Assistant 
Secretary with respect to the planning and coordination of dental activities within the 
agencies responsible to him and, through appropriate assignment of responsibility "by the 
Secretary, would serve as principal dental advisor to agency heads of SSA, SRS, and OE. 

This position should be staff rather than line but must be given sufflcient visibility and 
support to enable the incumbent to function actively   The incumbent would be expected to 
keep well-informed about health matters within HEW generally; to recognize and bring to the 
attention of those responsible for action in any program area, opportunities which may present 
themselves for improving the Department's dental health programs and for augmenting health 
programs now lacking dental components; and to serve as an advocate within the Office of the 
ASH for legislation, regulations, and policies which would further the capacity of the Nation 
to deal effectively with the dental health problem. 

In addition to an appropriate staff, which should include the Chief Dental Officer, the 
Deputy Assistant Secretary should be authorized to call on appropriate operating programs 
of HSMHA and NIH for staff support in carrying out his functions. 

X. Establish a Deputy Administrator for Dental Affairs in the Office of the HSMHA 
Administrator. 

The incumbent of this staff position would serve as principal advisor to the HSMHA 
Administrator with respect to the planning and coordination of dental activities within HSMHA 
and would serve as principal HSMHA contact with the NIH dental program directors (NIDR 
and DDH). 

The incumbent would carry out functions for HSMHA similar to those carried out for 
the Department by the Deputy Assistant Secretary for Dental Affairs 

In addition to advising the Administrator on dental aspects of program planning, legis- 
lation, regulations, personnel utilization and appropnateness of dental functions carried out 
in the various programs of the .\gency. he would establish a system to monitor the nature and 
extent of all intramural and extramural activity supported by HSMHA. to evaluate the impact 
of HSMHA dental activities and to identify opportiimties for increasing and improving HSMHA 
dental programming within policies and guidelines established by the Administrator. 

Appropriate staff support would be required 
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XI. Establish a Committee on Dental Health as a permanent advisory body 
to the Secretary. 

A permanent advisory body to the Secretary, composed of a small (9-12) number of 
members drawn from dental and other professional groups, consumers and representatives 
of the health industry, would serve as an organized instrument through which the Secretary 
could obtain outside opinion concerning the development and operation of dental health 
programs within HEW.  It could serve as a sounding board with respect to proposals for 
establishing new programs or modifying existing ones, for establishing program and budget 
priorities and for reviewing proposals for new legislation, regulations, or program guidelines. 

The Committee should address itself mainly to questions or issues periodically agreed 
upon jointly by the Committee and the Secretary and should systematically report to the 
Secretary on its deliberations and flndings or recommendations. 

It is recommended that the Committee serve as advisory to the Secretary inasmuch as 
it is only at the Secretary's level that all programs within HEW having dental components 
are encompassed   If at some future time the responsibilities of the Assistant Secretary for 
Health are broadened to include all health activities of HEW, then the Committee could 
properly be made advisory to him rather than to the Secretary. 

Staff services in support of Committee activities would be required. 

XII. Retain the organizational placement of the National Institute of Dental 
Research. 

Though the National Institute of Dental Research has not yet achieved parity with the 
other Institutes with respect to budget and staff, it is making steady progress and has plans 
for development of a program of biomedical research which is imaginative and worthwhile 
and appears to be supported by the Director, NIH. As head of the primary dental research 
arm of HEW, the Director of NIDR should continue to serve as principal advisor to the 
Director, NIH, with respect to biomedical research of dental significance. 

XIII.  Retain the organizational location of the Division of Dental Health with 
all its existing program components in the Bureau of Health Manpower Education. 

The Division of Dental Health is unique inasmuch as it engages in all types of dental 
functions except biomedical research   Much of its strength comes from the close coordina- 
tion and the interrelationships that exist between the vanous program elements making up 
the Division   The Division has never received the fiscal and staff support that its scope and 
depth of activity warrant   In the view of the Committee, it is important that the Division 
retain budget visibility, that the budget be increased substantially, and that special efforts 
be made to develop a long-range plan for the full development of the Division's programs. 

X 
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To this end, it is urged that the Secretary require the Division to prepare a S-year 
plan by July 1,1973, both in terms of program substance as well as budget and staff 
requirements, for the development of a program which will take full advantage of oppor- 
tunities which exist for successfully confronting the Nation's dental health problem. 

The Committee believes that there is nothing to be gained at this time from the 
transfer of any functions (particularly service functions) out of the Division. It would 
oppose such transfers. In making this latter statement, the Committee is not adhering 
to a status quo position with respect to eventual transfer of DDH service functions to 
HSMHA. Rather, it concurs in the Fenninger report recommendation that, in part, 
stated: " The establishment of an Office of Dental Affairs (in HSMHA) can be viewed as 
the first step in establishing a firm foundation for improving the effectiveness of the dental 
activities in HSMJjA. After such a foundation is well-established, the orderly transfer of 
DDH service functions to HSMHA might then be very appropriate and could serve to 
strengthen both the DDH activities and those of HSMHA." 

With the establishment of the two recommended positions and the Advisory Committee, 
the opportunity for much better planning and coordination of dental activities within the 
Department would be afforded. 

The action also would do much to eliminate the concerns felt so keenly by those both 
within and outside the government that there is no strong voice for dentistry within the 
Department, that the Department docs not consider dental health important, and that the 
Department is wary of confronting dental health issues because of the admitted high coit 
of solving the total dental health problem. 
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APPENDIX I 

DIMENSIONS OF DENTAL HEALTH PROBLEM 

—Dental disease is all but universal; 

—Fewer tlian half the people in this country have dental exams or treatment in a given 
year; far fewer than that receive dental care on a regular basis; 

—By age two, approximately 50 percent of Amenca's children have experienced tooth decay. 
On entering school, the average child has three decayed teeth and by age 15, the average 
child has II decayed, missing or filled; 

—Approximately 50 percent of the children in America have gingivitis, which can lead to 
progressive pcriodontal disease, a major cause of tooth loss in adults; 

—Nearly 50 percent of all children under age 15 have never been to a dentist. This percentage 
is substantially higher for children in rural areas; 

—Almost 70 percent of the children in poor families have never been to a dentist; 

—Over 50 percent of all Americans over age 65 have lost all of their natural teeth; 

—Of the total adult population of approximately 110 million, more than 20 million have 
lost all their natural teeth; of the 90 million with teeth, 25 percent have destructive peiio- 
dontal disease and over 50 percent have some stage of gingivitis; 

—Qeft palate, with or without cleft lip, occurs about once in every 700 births or about 6,500 
such births annually; 

—Oral cancer is discovered in 14,000 new patients each year and accounts for over 7,000 
deaths yearly   Of those who have had treatment, approximately 22 percent are in need of 
maxillofacial prosthesis; 

—For every 100 Selective Service recruits, the Armed Forces needs to perform or supply 500 
fillings, 80 extractions, 25 bridges and 20 dentures 

36 
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STATEMENT OF JEANNIE I. EOSOFF 

Mrs. RosoFF. Mr. Chamiian, I am the director of the Washington 
Office of Phinned Parenthood Federation of Ameiica, the national 
vokintary organization in the field of family planning for the past 50 
years. Our 192 affiliates currently provide clinic services to over 
750,000 low-income patients a year. Although the number of patients 
enrolled in our clinics has almost doubled during the past 5 years, the 
most spectacular growth in patient eni'ollment during the same period 
has occurred in the public sector through hospitals, health depart- 
ments, community action agencies, and a varietj' of other institutions. 

This growth has largely occuiTed since the passage of the Family 
Planning Services and Population Research Act of 1970—^title X of 
the Public Health Act—-which this subcommittee recently succeeded 
in extending for another year. 

We estimate, according to rehable surveys, that 1.9 million low- 
income women were enrolled in organized programs at the end of 
fiscal year 1972, and that this number is probablj^ close to 2.5 million 
at the present time. This means around 5 million patient visits a year. 
Almost all of the financial support for the public sector programs 
comes from the Federal Government in the form of project grants for 
a total of $122 million in fiscal year 1973. These funds are, or were, 
administered by the National Center for Family Planning Ser\nces 
within HSMHA. 

My purpose here today is to discuss the organizational arrange- 
ments in effect in DHEW during this period of intense growth, 
review DHEW and OEO administrative arrangements prior to the 
establishment of the National Center and attempt to forecast what 
impact the current reorganization may have on this particular pro- 
gram and, by inference, on other liealth programs. Prior to the con- 
sideration of the title X legislation, the DHEW family planning 
programs were administered by the Children's Bureau, then located 
m the Social and RehabiUtation Service. Although its family planning 
expenditures imder title V of the Social Security Act were in the order 
of $25-$27 million a year, it had no specialized staff accountable for 
the program, either at the national or regional levels. 

On some occasions, it actually found itself unable to expend the 
funds appropriated for the program by Congress. Mounting criticisms 
of the Cnildren's Bureau's management—or nomiaanagement—led to 
a number of Congressional proposals for the statutory creation of a 
specialized family planning agency. In a special message to the Con- 
gress, the President acknowledged that "programs should be better 
coordinated and more effectively administered." 

In October of that year, the National Center for Family Planning 
Services was created. "The OEO, which had awarded family planning 
project grants funds since its inception, did not have any specialized 
staff until 1967 when, as a result of Congressional prodding, it 
expanded its program and established an Office of Family Planning in 
the Division of Health Affairs. At its heyday, the Office of Family 
Planning never exceeded 5 professional staff members at headquarters 
to oversee the spending of $15 to $20 million. At the regional level, 
there were no OEO program specialists assigned full time to family 
planning. 

25-723—74 18 I 
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I can attest from ray experience that in spite of the energy and 
resourcefuhicss of all concerned, the OEO Office of Family Planning 
was often unable to keep track of such elementary infonnation as 
the exact number, location, and level of funding of OEO supported 
programs. Our office, for several years, had to compile an independent 
listing of OEO grants and share il with the ^ency which did not have 
the capacity to collect, verify, and analyze the information on its own. 
I also know that the staffs of the national center could now testify 
from their experience with transfeiTed OEO programs as to the dele- 
terious effects of inadequate staffing and nonspecialized management 
on medical standards and the quality of services generally. 

The establishment of the National Center for Family Planning Serv- 
ices provided one visible, accountable agenc}' to administer family 
planning grant funds support first by title V of the Social Security 
Act, then by title X of the Public Health Service Act, and to take over 
the administration of OEO projects, a process still partially in progress. 
We have had enough experience with the national center since its 
inception to be familiar with, and responsive to, the criticisms which 
have been made bj'^ DHEW officials of its functioning. We are perhaps 
less critical than they are, first, because we know that its existence 
represented a tremendous improvement over the former situation and 
second, because we are not sure where the responsibility for the mal- 
functioning lies. 

NCFPS suffered most from its inability to make policy decisions 
and to communicate these ilecisively, and uniformly, to the field. 
However, it is probably fair to say that its inability to get clearance 
for policy decisions from the Office of the Administrator of HSMHA, 
the Office of the Secretary, the Comptroller, and the Office of Manage- 
ment and Budget as well as the shift to rcgionalization and the 
resulting dividecl and fuzzy lines of responsibility had much to do with 
creating the problems for which the operating agency is now criticized. 

I would want to stress, at this pomt, that I, or we, do not have a 
particular bias as to the most desirable form of organization for the 
lamily planning i)rogram, or any other program. Certainly knowing the 
difficulties inherent in rimning a moderate size office, I am sym- 
pathetic—and even humble—in regarding anyone's attempt to manage 
a small part of DHEW. However, if we do not have a clear plan for 
what should be done, we know enough from our collective experience 
with this ])articular ])rogram (o know what should not be done, because 
it will not work. Furthermore, I believe that other health programs 
involved in the reorganization are probably not fundamentallj' dif- 
ferent, and that the same observations may well apply. 

There are three areas which give us particular concern in regard to 
the new organization plan. The first is simplj' the number of persons 
who will be specifically assigned to categorical programs. Even if we 
assume for the moment, and this is not proven, that the former 
NCFPS staff" may have been somewhat inefficient, it is difficult to 
imagine that one-tenth as many peojjle would be able to handle the 
same job. 

It is anticipated, of course, that the five staff members who will 
make up the Office of the Assistant Bureau Director for Family 
Planning will have access to various specialized pools to obtain certain 
types of technical a.ssistanco. I would sid^mit that the demands on 
such a small staff—from  the regional offices, local  programs, the 
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Congress, the press, and the general public—would be such as to leave 
little or no time to formulate what information or assistance needs to 
be obtained and from whom, to prepare the necessary paperwork and 
to followup the requests through channels. 

In addition, it is unclear how priorities for staff assistance would be 
determined. Under this system, it is probable that the individual 
interests or professional priorities of the various assistance units 
would tend to become paramoimt in deciding who and what gets 
attention, in what order or time sequence. This arrangement would 
tend to encourage internal lobbying and btireaucratic jockeying as 
assistant bureau directors compete for staff resources to meet their 
own program needs. It would tend to encourage, rather than dis- 
courage, unresponsiveness and unaccountability. 

If the headquarters staffing appear insufficient, the regional staffing 
pattern—which is crucial in a decentralized system—is totally 
unrealistic. Although no firm decision has a])])arently been made 
in this regard, it appears that a table of organization would be put into 
effect at the regional levels in which all staff would be distributed m 
four units—standards, services, manpower, and financing, and that 
one person would be assigned in the ser^nces unit for family planning. 
This person would no longer report directly to the regional health 
director and would no longer have any supporting staff. 

Let me give you a concrete example of what this might mean. The 
southeast region of DHEW has the largest number of low-income 
women in need of family planning services in all 10 regions. Conse- 
quently, it receives the largest allocation of Federal funds—or close to 
$20 million in fiscal year 1973. A professional family planning staff of 
six reviews grants apphcations, makes site visits, monitors the program 
and provides them with technical assistance, prepares a regional plan 
and determines priorities for development, assists communities in 
developing new or expanded programs, collects pro-am data and 
other information and formulates policy recommendations or queries, 
for the Washington headquarters. The size of the job suggests that the 
program, if anything, is understaffed. 

Recently, the press widely reported a lawsuit in Alabama involving 
the sterilization of two minor girls, perhaps mentally retarded, by the 
Montgomery' County Community Action Agency. 'This, by the way, is 
one of the pro-ams in the process of transfer from OEO to DHEW. 
The investigations which have resulted from this serious incident have 
occupied most of the staff for weeks. It is inconceivable that one, or 
even two staff members in the entire southeast could ever have the 
capacity to pro\ade specialized monitoring of program standards so as 
to prevent the occuirence of such incidents in the future, or to insure 
the provision of high quaHty medical services to the 50,000 men and 
women currently served in the region. 

Such matters cannot be handled by a pool of technicians thrown into 
whatever situation the daily requirements may dictate. A knowledge 
of the past history of the project, its problems, its successes and fail- 
ures, its personnel, the en\-ironment m which it operates all have a 
bearing on preventive or remedial action. 

While the one progi-am staff person is engaged in monitoring existing 
programs, who would, at the regional level, be able to identify areas of 
unmet need, stimulate community interest, assist local institutions in 
cleveloping programs, and seeking funding? I would suggest that under 
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this arrangement it would be difficult, indeed, for new programs to get 
started and only the most sophisticated grantees would be able to find 
their way through the maze. 

Since the DHEW fiscal 1975 document recently released b}"" Senator 
Kennedj' indicates that while waiting for national health insurance to 
become a reality, the Department does not intend to allow any growth 
in familj^ planning project grants or other programs, it may be that the 
reorganization plan is ideally suited to this funding strategj''. 

The second major difficulty with the new table of organization 
resides in the reporting lines. Formerly, the Regional Health Directors 
reported to the Administrator of HSMHA. The Regional Family 
Planning Directors reported to the Regional Directors, but depended 
heavily for program direction and support on the National Center for 
Family Planning Services. This ambiguous arrangement created a 
number of difficiilties which are bound to be magnified if the Regional 
Health Directors are to answer directly to the Office of the Assistant 
Secretary. Tt is not only the physical and psychological distance be- 
tween DHEW north and Rockville which will make even ordinary 
transactions more difficult, but the reporting lines will be so extended 
so as to make simple decisionmaking interminable. To function effec- 
tively, the Office of the Assistant Secretary for Health is bound to 
develop its own program support units and this, in turn, is bound to 
duplicate and conflict with the functions of the Health Services Ad- 
ministration. 

Lastly, programs and agencies are run by people and their talents, 
interest, devotion must be taken into account. Their being civil 
servants does not deprive them of individual and professional concerns 
which are not always interchangeable. Some cnoose to work with 
migrants, some with children, others with the elderly. Staff morale and 
expertise are important components of the success of a program. The 
dramatic growth of the family planning program in the last 4 years, to 
2}^ million patients served in fiscal year 1974, was fostered by greatly 
increased financial support from the Federal Government, but also 
by the enthusiasm, devotion, energy, and capability of the staff of the 
national center and the regional family planning staffs. In spite of 
some acknowledged bureaucratic weaknesses, the program accom- 
plishedJwhat the Congress and the President had proposed and that, 
aft«r all, may be the supreme test of good management. 

The result of this year's events are: DHEW's opposition to the 
continuation of categorical grant support, its requirement that pro- 
grams become self-sustaining through medicaid and title WA while 
pressing for drastic controls in the utilization of these financing 
mechanisms and now the uncertainties and anxieties which have 
accompanied the reorganization plans, have been to stop the momen- 
tum of a program in which patient enrollment had growii at the rate 
of .30 percent a year for 5 years and .38 percent in fiscal year 1972. 
Since no one has suggested that the program failed to meet its goals, 
since it is acknowledged to be cost effective and since it has proved 
enormously popular with patients and the general public, it is no 
wonder that the family planning staff of DHEW is now totally 
demoralized and the local programs feel bewildered and betrayed. 

We have expressed our concern repeatedly to the DHEW leadership 
from Dr. Edwards on down, apparently to no avail. We turn to 
Congi-ess to rectify, or at least to modifj', policies which are <lamaging 
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to the healtli of programs and, indeed, to the healtli and \v( 
American public. 

Mr. ROGERS. Thank you verv much for a very strong statement. 
Dr. Comely? 

STATEMENT OF DR. DONALD A. CORNELY 

Dr. CoKNELY. Thank you, Mr. Chairman. I am Donald Comely, 
representing the American Academy of Pediatrics and its 14,000 
pediatricians. We wish to express concern to you about program 
operations rather than reorganization per se, and also the issue of 
accountability. Quite candidly, I would have preferred to discuss this 
more thoroughly within the administration to develop more efiectivo 
progran\s, but that has not been possible under the circumstances of 
reorganization. 

I would like to have you understand that our judgment is based on 
somewhat limited information, but that is about the extent made 
available to us by the administration, but we are also concerned about 
the manner in which the administration has conducted tliis reorgani- 
zation \\hich we believe threatens its credibility to some extent. 

If I can use an example, we are particvUarly concerned with the 
program with which we are more familiar, nuiternal and child health, 
a program for which Congress annuallj^ appropriates a quarter (fa 
million dollars. We are simply saying to you that there is a threat to 
the capacitv of the administration, we believe, as we perceive the 
administration reorganization to carry out this mandate of Congress. 

The director of that program. Dr. Lesser, resigned in protest. Dr. 
Lesser, having been with the program for 32 3-ears and having been 
through as many reorganizations as there are years in some of us, 
certainly can't have his action conceived as some frivolous action of a 
prima donna bureaucrat. He has been through many different agencies 
in Government, but his resignation was because the program was being 
dismembered, not simply because it was behig assigned to a different 
supervisor. 

We find it a little bit discouraging to wonder why, in the face of sub- 
stantive disagreement from their own senior staff, there wasn't some 
attempt made to call at least a temporary halt to the reorganization to 
study that disagreement. For example, for some modification of it. 

You heard this morning that Dr. MacLeod resigned in somewhat 
the same context. We, for example, arc unaware of any administra- 
tion proposal made to Congress or any congressional mandate to ap- 
proach the use of appropriated resources to serve unspecified programs. 
Rather, very specific programs are proposed. 

Congress has mandated specific programs. Thus, we do not believe 
it is sound administration, much less permissible, to utilize resources 
to have one program to serve the needs of other programs: to allow 
one program to have direct control over those resources wnich have 
been justified by the budget which has been proposed by the ad- 
ministration for which Congress then made the resources available. 

If  the  administration  wants to ask for somewhat  more generic 
moneys so it can be discretionary, let them so propose it. That has not 
been proposed, and we therefore think that is not sound administration. 

I would also emphasize that we are not discussing requests for more 
money but, for example, many things fall between the cracks when 
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people who are unfamiliar with some of the content of the program 
are now placed in a position of making policy decisions. Let me give you 
an example. Last month Congress extended certain specific projects 
of title V for another year. In anticipation that these were goin^ to 
expire, the administration proposed a deletion of 53 budget positions 
but said, "Leave the monej^ there because we will need the money 
for such things as severance pay." 

As yet, there has been no proposal for the administration to restore 
those 53 positions. So those are the types of inadequacies that occur 
when people unfamiliar with the program come in to exercise it. 

I would also wish to call your attention to the fact that we are 
unaware of any western country which has approved such things as 
Congress is now considering, such as health insurance, who has found 
it possible to have less than a strong Federal level of a program for 
mothers and children. 

That is because you are going to have either of these concepts be- 
come administrative if mechanisms by which money is distributed that 
you can accomplish this with a weakened program such as maternal 
and child health. We cannot perceive, from the administrative chart 
made available to us, how they can account to you for what they have 
done and how you, on the other hand, can find out whether or not the 
purposes for which you have mandated money have been mandated 
to the people. 

We would suggest that you consider this reccmmcndation, that 
language be considered by this subconnnittee, perhaps in the appro- 
priations bill, which would assure direct operations fimds for maternal 
and child health are utilized for personnel directly responsible and 
accountable to the program director. In this fashion, we believe it will 
be focusing upon maternal and child health needs and programs man- 
dated by Congress. 

Thank you, Mr. Chairman. 
Mr. ROGERS. Thank you very much, Doctor, and we will pursue 

some of your suggestions. 
Mr. Nclsen? 
Mr. NELSEN. YOU just mentioned that you couldn't determine wliat 

the Department meant because all you had was the chart. Yet you 
have a positive statement. 

How did you arrive at a positive statement when, on one hand you 
say you can't determine it, yet on the other hand you have a state- 
ment as if you have the whole pattern. How do you arrive at that kind 
of a conclusion under those circumstances? 

Dr. CoRXELT. Because one is left to draw the inferences from what 
one sees on the line chart, Mr. Nelsen. P'or example, if you look at the 
line chart under community health services you will see six program 
directors and all of their staff, but five or six per program director are 
now displaced into five or six offices. Wo cannot perceive from that 
chart how that program director is going to have any control over the 
staff ^\•hich has been appropriated for carrying out the functions of 
those programs. Conversely, we can't see how this staff are accountable 
to any of the six program directors. 

Mr. NELSEN. In the testimony of Mrs. Rosoff, on page 2, you refer 
to the fact that you found yourself unable to expend the funds appro- 
priated for the program by the Congress. Now, this refers to the past 
tense. 
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Mrs. RosoFF. To the past. 
Mr. NELSEN. Well then, really by that statement you are admitting 

that we need some planning, are you not? 
Mrs. RosoFF. No. I was referring to the form of organization which 

was in existence before the form of organization which has just been 
disbanded. It was the step before that, and that the National Center 
for Planning has been created to do away with that type of problem. 
That is the agency which has now been abolished. 

Mr. NELSEN. I assumed that things in the past had not been the 
way it ought to bo, and there must be a reason why we need some more 
clarification. 1 presume that is really what you are searching for. 

That is all the questions I have at this moment. 
Mr. ROGERS. Dr. Roy? 
Mr. ROY. I would like to direct this question to any who would like 

to answer. 
Do you feel that the HEW regional offices are more susceptible to 

political influences than the central program offices? 
Dr. CoRNELY. Yes, I would be glad to venture an agreement with 

the statement, being mindful of the testimony which I know you 
already heard from Dr. English. I think the problem is greater than 
just that the vagueness with wliich the administration within the 
professional groups are utilized is a concern at the regional level. 
But who decides what the regional director of the office, where he puts 
his emphasis, is not apparently a programmatic decision made 
by professionals as far as we can determine. 

Mr. ROY. I have no further questions. 
Mr. ROGERS. Mr. Nelsen? 
Mr. NELSEN. I don't know that I do at the moment. 
Mr. ROGERS. All right. 
What if a medical school, Dr. Copper, wants a special projects 

grant or maybe a waiver of enrollment assistance in developing 
educational programs for students who want to practice in HMO? 
What would happen with this new regional concept? Would you have 
any idea? 

Dr. COOPER. Well, I don't think it is very clear yet exactly how we 
will operate. Apparently the contract will be made with the regional 
office and it will either operate under some general kinds of national 
guidelines or will have considerable authority within its own area to 
make decisions about where emphasis is placed. We have had meetings 
involving some regional operations already in effect, at which a letter 
written by the regional director was read and was tlisavowed by a 
representative of the national gi'oup who was there. It is a question 
how this thing is going to be anything e.xcept a very chaotic situation 
and one which will not advance national programs in health. We are 
concerned that we \vill have a dismembered and uncoordinated kind 
of development which we think will not effectively use the all-too-few 
funds which the Federal Government is putting in health programs. 
It will increase the cost of the bureaucratic administration of these 
programs, and we will not end up with a sounder national health 
policy than we have now. 

Mr. ROGERS. Well, would you think these regions would have the 
expertise, for instance, necessary to assist health professionals? 

Dr. COOPER. NO sir. As has been pointed out, I think bj' Dr. 
English, and as I have pointed out briefly in my discussion, there have 
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been a great number of people who have been ordered to leave the 
central cffices of the various agencies and go to the regions who have 
refused to do this because of their feeling that tliere will be an inability 
to cany out their professional responsibilities and achieve their pro- 
fessional goals. It is difhcidt, ivs both Dr. Englisli and Dr. MacLeod 
said this niornmg, to attract high-level health professionals into the 
Federal Government, because of the salary ranges; and because of 
some of the disadvantages, the lack of freedom of action. Certainly 
this is magnified tremendously if one tries to repeat this in each region 
of the country. We see in other areas where regionaUzation has occurred 
that the quality of the decisioimiaking in the region is not equal to 
that which we have seen at the central level. 

1 think Dr. Jacobi has pomted out it has been important to have 
mteraction with the profes.sional staffs at the national scene, nursing 
and dentistry and the others, to try and get at the best overall pro- 
gram for the health. Wliere this is fractionated and the regional 
programs will not have this interaction, we think there may be de- 
cisions, as Dr. Jacobi has pointed out, made without the real input of 
adequate professional advice. 

I would also like to emphasize what I thuik was made very clear 
by Dr. Englisli this morning, and by Dr. MacLeod, that we are con- 
cerned about this dumbbell-shaped staffing pattern which is developmg 
in the Department, where those agencies which have had the pro- 
fessional excellence and the ability to measure and to plan and recom- 
mend policy in particular areas, will no longer be there. 

We will have a very large stafl" in the Assistant Secretary's office 
and a very large staff in the regions, and in between we %\ill have very 
little. This is a very serious concern. It would affect very seriously the 
programs. 

We have already had, as I said, what we feel are instances where 
the agencies now no longer h&xe an input into the development of the 
policy in the Department. Instead, they are looked upon more as just 
administrators of policy that is sent down to them rather than as 
being able to participate in the development of that policy from their 
own particular view. 

We agree with the strengthening of the Assistant Secretary's office, 
but we really feel that his job is an orchestration job. A monolithic 
kind of organizational pattern here will be deleterious for health. 

Mr. ROGERS. Dr. Jacobi, has the Division of Nursing been upgraded 
or downgraded in the reorganization? 

Mr. JACOBI. Well, that is not clear at this particular time. Cer- 
tamly we woidd oj)t for a strong division as we have in the past. This 
is not to say that some changes are probably not required at this 
time, but that we do need a strong centralized unit to relate to, to 
bring our needs to a group that understands the issues, nursing's 
needs, our emphasis, and so on. 

Mr. ROGERS. I notice that you mentioned in Child and Maternal 
Health that 53 positions have been abolished. 

Dr. CoRNELT. Yes. 
Mr. ROGERS. And when the Congress passed the extension, the law, 

ou would have thought that would have required that change to 
ave been rectified. 
Dr. CoRNELY. Well, it is my understanding that the administration 

is responsible to come before Congress with a proposal to reestablish 

I 
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those, but nothing like that has been forthcoming, even though the 
money was never deleted from the budget. Now that the law has not 
been expired or extended, it seems that the positions should be re- 
establisned, and the admmistration has not proposed that. 

Mr. ROGERS. Could vou let us have a memo on that? 
Dr. CoRNELT. I would be glad to. 
[The following letter was received for the record:] 

AMERICAN ACADEUT OF PEDIATRICS, 
Evanston, III., August S, 1973. 

Hon. PAUL G. ROGERS, 
Chairman, Subcommittee on Public Health and Environment, House of Representa- 

tives, Washington, D.C. 
DEAR MR. ROGERS: At the time of our testimony before the Subcommittee on 

Public Health and Environment on Tuesday, July 31, 1973, you requested that 
the American Academy of Pediatrics submit a memorandum on the topic of the 53 
positions which must be restored to the FY 74 DHEW budget in support of the 
Maternal and Child Health Program authorized under Title V of the Social 
Security Act. 

In the Administration FY 74 budget document, 53 positions were deleted in 
anticipation of the expiration of that portion of Title V legislation dealing with 
special project authority. No reduction of funds for these positions were requested, 
merely the positions. In the latter days of June 1973 Congress extended this 
authority along with several other specific pieces of health legislation. Inasmuch 
as the services are being continued, the 53 positions must be restored to the budget. 
To date, the Administration has not taken this initiative and we appreciate the 
Subcommittee talcing the steps to assure this needed readjustment to a personnel 
complement of 132. 

May I also reiterate the other recommendation the American Academy of 
Pediatrics offered the Subcommittee at the time of our testimony. "The Sub- 
committee on PubUc Health consider introducing language, perhaps in the Appro- 
priations Bill, which would assure direct operations funds for specified health 
programs are utilized for personnel directly responsible and accountable to the 
program directors of such health programs." 

It may be that the appropriate course of action for your Subcommittee would 
be consideration of amendatory language to the Public Health Service Act to 
assure that each of the authorized, categorical programs be administered by an 
identifiable administrative unit, with the program direct operation funds being 
utilized for persoimel directly responsible and accountable to the director of such 
program. Perhaps an agreement can be consummated with the Ways and Means 
Committee whereby any such amendment would include the Maternal and 
Child Health Program. 

The adoption of these recommendations, we feel, will as.sure that identifiable 
administrative units wUl be focusing on the specific health needs and program- 
matic efforts to meet those needs consistent with the legislative mandates of the 
programs. 

On behalf of the American Academy of Pediatrics, I thank you for the oppor- 
tunity to discxiss these issues with the Subcommittee on Public He^th and 
Environment, commend you for your initiative in conducting oversight hearings, 
and solicit your continued support for strengthening health programs. 

Sincerely yours, 
DONALD A. CORNELT, M.D. 
ROBERT G. FRAZIER, M.D. 

Executive Director. 

Dr. CORNELT. There has been some experience at HEW \vith decen- 
tralization which has been scandalous. About 1967, within the Social 
and Rehabilitative Services, they attempted for 1 year to decentraUze 
the operation of services training and research, and it was chaotic. 
The training and research capabihty in the regional offices—that staff 
wasn't there—and I think it is delusionary myself to believe that 
certain kinds of educational ventures are regional enterprises. They 
are not. I don't believe a university, for example, prepares people 
just for a region. 

2S-7JS  O - 74 --  U 
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Mr. ROGERS. Are there any other comments? 
Dr. KERB. Mr. Chairman, we have seen a unique experience in 

dentistry where a properly organized action program estabHshed by 
the Division of Dental Health working through the regions has been 
very effective. This is why we plead so much to retain that little 
visibility so there can be a good organizational functional arrange- 
ment of policy planning, program planning, and regional action, 
which brings that action then to those of us out there m the various 
communities. 

Our concern is that if we lose our identity, if we lose this very 
eflFective Division of Dental Health, as I am sure the chairman knows, 
we will lose strong professional people who are motivated for action 
not only in Washington but in Endicott, N.Y., where I come from. 
Of course we have never had the privilege of being able to sit in on the 
making of policy that relates to $235 million worth of annual Federal 
expenditures in the dental area, and see that it is coordinated. So we 
ask for representation in the Assistant Secretary's office. We under- 
stand what Dr. Edwards wants and we want to assist him in whatever 
way possible, but we have never been able to reach that point where 
we can review not only financial action but, more importantly, what 
it does and what it means throughout the Nation. 

Mr. ROGERS. May I ask this: Have any of you been concerned with 
programs which were to be reduced or phased out which were subse- 
quently affected by the laws, the 12 extensions? Have you seen any 
change in policy as a result of the law? Has there been any reaction? 

Mrs. RosoFF. The only reaction has been a sort of mechanical one 
which is to assume there will be some money for project grants for 
the coming year. The reorganization, however, I think, has to be 
looked at in the context of the administration's funding policies. 

For one thing, I think we should make clear there are two types of 
programs were represented here, programs about to be regionalized 
and programs like family planning and child health which have been 
regionalized for some time. So we have some experience with regionali- 
zation. It hasn't all been bad. Wliat has been bad, and is, that you 
tend to have 10 policies instead of 1 policy. In this case, the field 
involved was small enough, and the agency was young enough and 
cohesive enough that it worked fairly well because they just talked to 
each other. But this is not exactly a system of management; this is a 
system of friendship. This would hardly work as well in or for other 
areas or for a long period of time. What is intended with the new 
reorganization is to make it impossible that anyone would know any- 
thing about the functioning of a program or be in any way attached to 
it. 

This is a way of essentially saying: You report to a pool, and this is 
the way the work is assigned from now on. This arrangement makes 
it very certain that, since no one will be attached to the program, no 
one will fight for the program and therefore no one will have to spend 
much money. I think this is part of the overall pattern of the DHEW 
funding strategy. It is not a mechanical thing of playing with ad- 
ministrative boxes. 

Mr. ROGERS. Any other questions? 
Mr. NELSBN. I have none. 
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Mr. ROY. I would like to ask just one, Mr. Chairman. 
Is my understanding correct that each of you feels that the de- 

centralization and decategorization parts of the organization plan are 
inadvisable? 

Dr. CoRNELT. I feel that way. 
Mrs. RosoFF. Absolutely. 
Mr. ROY. Now, having said that, and knowing of course that we 

have wise and experienced men and women in HEW and the Govern- 
ment, could you give me any explanation as to why the Department of 
HEW is going forward with this decentralization and decategorization 
of programs? 

Mrs. RosoFF. I suppose I have given one. 
Mr. ROY. Yes, I thmk your previous statement was in response to 

that. Anybody else? 
Dr. CoRNELY. I presume they presume it to increase efficiency and 

effectiveness, and we would applaud that purpose, but it doesn't seem 
to be consistent with reaching that purpose. 

Dr. KERR. Decategorization is probably based on a fine concept that 
health is a total umbrella. If you start categorizing then you tend to 
have all five of us fighting for our segment. Conversely, in the develop- 
ment of any organization we would like to hope that we would, as in 
the private enterprise system, work together for the better health of 
the patient. We have heard for many years why they didn't want den- 
tistry to be categorized and we have had this discussion constantly 
over these past years. And, we fully believe, as I said in my presenta- 
tion, that dental health is an essential part of total health. But, we 
always lose the visibility when we are placed in a management situa- 
tion where someone doesn't understand the need. 

The development of PSRO's, involving a million people a year who 
are admitted to hospitals for dental reasons, is an example of a place 
where we need input at the policymaking level. So it has been a con- 
stant battle throughout my professional life to retain this visibility. 

Dr. CORNELY. 1 don't find anything wTong with the thrust. I do 
find fault with the specifics. 

Dr. COOPER. I think we have moved the boxes around again. Our 
concern is that we stop moving boxes around and get at what really 
are the critical matters which are the appropriate professional and pro- 
fessional attachments to programs, and the input, develop policy on 
the departmental level of those who^have an interest, knowledge, and 
ability in the particular areas, and it is the Assistant Secretary's 
responsibility and the Secretary's out of that, to come out with a de- 
partmental policy. But we think it can't be developed in a vacuum. 

Mr. ROY. Thank you for your testimony. 
Thank you, Mr. Chairman. 
Mr. ROGERS. Thank you very much. The committee appreciates 

your presence here today and the testimony you have given. 
The committee stands adjourned. 

[The following statements were received for the record:] 

STATEMENT BY J. GORDON BAREOW, M.D., COORDINATOR, GEORGIA REGIONAL 
MEDICAL PROGRAU, ON BEHALF OF REGIONAL MEDICAL PROGRAU COORDINATORS 

It is the opinion of the majority of the RMP Coordinators that the increased 
staffing and resulting strengthening of the office of the Assistant Secretary of 
HEW for Health could result in more efficient decision mailing capabiUty so that 
health decisions could be increasingly delegated to this level by the Secretary of 
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HEW. The Assistant Secretary's office could then more effectively serve as the 
focus for the health related decisions of the Administration. 

Program decisions made by knowledgeable professional program personnel 
have in the past been much more effective than those made by management per- 
sonnel without intimate program knowledge. Where management staflf have made 
these program derisions, they have resulted in eventual waste of the federal dollar 
since decisions have been made without full realization of their potential program 
impact. 

If the decision should be made by Congress in the future to create a separate De- 
partment of Health with its own Secretary, this increa.sed capability could cer- 
tainly lead to a smoother transition than from the present arrangement. 

During his testimony before the House Subcommittee on Public Health and 
Environment, the Assistant Secretary for Health ha.'s referred to a po.ssible lack of 
trained technical and professional personnel as hampering the functioning of the 
reorganization at the Regional Office level. The RMP Coordinators would like 
to confine our comments to this aspect of the reorganization, namely the efforts to 
decentralize more authority to the regional offices. 

Technical and professional assistance, a convening capability, close contact with 
the state provider segment—both state agency and private providers—and expert 
technical review capability are needed in each state served by the HEW regional 
office in order to effectively implement the various federal health initiatives. Fed- 
eral employees newly assigned from Washington cannot provide these functions 
without long and extensive local contact. 

The RMP organization in each state is in position to provide a competent source 
of expe^ti^e for each of these functions, and would be in position to offer assistance 
to the Regional Office immediately, if desired. 

The local provider contacts of the RMPs have already proven invaluable in 
such areas as the implementation of Emergency Medical Service, Area Health 
Education Centers, and improved primary medical care. 

As well as continuing to be effective in these areas, RMP could play a key role 
in Jissisting in the state-wide implementation of specialized .service.s such as heart 
disease, cancer and kidney control activities of the National Institutes of Health 
as well as in the rapid and effective implementation of Professional Standards 
Review Organization and other quality assurance programs. 

It is therefore the purpose of this testimony to point out ways in which the 
reorganization would be made to serve the intent of (Congress and the .Adminis- 
tration more effectively by utilization of a local arm of the federal health effort— 
the RMP—to facilitate the more effective local implementation of the various 
programs, particularly a.*; they relate to the potential role of the Regional Offices 
and NIH in these local efforts to improve health services. 

It should be pointed out, however, that effective capability to perform these 
local functions is essential if the decentralization concept is to be effective. If 
decentralization is continued without the capability to ptrform these functions, 
it will prove unworkable and would be better left at the program level in the 
Public Health Service in Washington. 

STATEMENT OF NATIONAL COUNCIL OF COMMUNITY MENTAL HEALTH CENTEBS 

REOROANI?ATION OF NIMH 

The National Council of Community Mental Health Centers proposes that all 
the responsibilities now vested in the National Institute of Mental Health be 
placed in a new agency along with the functions of the National Institute on 
Alcohol Abuse and Alcoholism and those of the NIMH Di\'ision on Drugs. The 
new agency (a sixth agency within the scheme of the recently reorganized health 
services) should be called the Administration on Alcoholism, Drugs and Mental 
Health (using alphabetical order of names). 

The three entities within the Administration would be separate Institutes—the 
Institute on Alcoholitm, the Institute on Drugs and the Institute on Mental 
Health. The three should be co-equals, each nm by a professional with particular 
expertise in the field. The new agency should be administered so as to ensure no 
particular bias toward any one or more of the program Institutes. 

All functions of NIMH—namely services, training and research—should be kept 
together in the Mental Health Institute in view of the crucial interrelation of tue 
several functions. 
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Alcoholism, Drug and Mental Health services should be coordinated within the 
structure of a single agency because of the strong impact they each have on the 
other and the commonality of the various problems and programs. The principal 
thrust of all the programs should be two-fold: preventive and rehabilitative. 

Part of the objective of the reorganization should be to solidify the role of the 
Federal Government as having a responsibility for the delivery of mental health 
services within a scheme that advances the community mental health model. The 
categorical grant program is not the only way to assure this role, and indeed as 
soon as a superior system of financing is devised and implemented, the CMHC 
categorical grant, except for C & E grants, should be phased out and the financing 
of services to those who otherwise can't pay for them should be taken over by the 
new system—perhaps a system of national health insurance. But the feder^ 
responsibility now existing under the categorical grant program should be main- 
tained until linkage can be achieved with the new financing mechanism. 

Also important is the maintenance of the community mental health system as a 
model for delivering health and social services, namely the linkage with other 
community facilities and services. To create an administrative environment 
that would permit the dismantling of the community mental health centers 
program, after years of efitort and investment, would be wasteful of federal dollars. 
More important, however, it would deny the system builders of a model needed 
about which to fashion the new system—one which will effectively interrelate all 
health and social services and ensure that people get the kind of connecting services 
needed. 

The Federal government has a prime responsibility for establishing, financing 
and causing to be effectively administered a national health delivery system, one 
that encompasses the spectrum of services from prevention to treatment to 
rehabilitation, and the development of supportive functions, such as training. 

Concerns have been expressed by Alcoholism that it should not be coupled with 
Mental Health in any new scheme, but should be lodged in a Substance Abuse 
agency along with Drugs. This concern stems from what Alcoholism considers 
(and rightly so) being ill used by Mental Health as part of its mental health 
effort to accomplish the goals of its program. Also, Alcoholism apparently believes 
that the program thrust of Mental Health—the establishment of a nationwide 
network of 1500 centers; separate facilities not necessarily integrated (according 
to Alcoholism) with other community health services—is antithetical to the 
program thrust of Alcoholism. That thrust, briefly, is the estabhshment wherever 
feasible of community programs, preferably as part of existing programs providing 
other services. 

The two thrusts, however, are not incompatible or irreconcilable. Indeed, it 
is a principal objective of Mental Health to have mental health services integrated 
into all other community health and social services. Often (usually) the community 
mental health center serves as the focal point for these integrated services. But 
there is nothing to prevent a non-mental health agency from receiving a grant to 
supply services under the Community Mental Health Centers program, and many 
have. Some are gener^ hospitals, others are social service agencies and some have 
even been alcoholism or other specialized agencies. 

Within the administrative set-up of the new agency, it will be important to 
institute safeguards which would ensure the integrity of the various programs 
while at the same time ensuring that past abuses are not carried forward. It is 
also important, however, to institute safeguards which will assure a federal role 
in these areas, and prevent the present Administration from carrying out its 
avowed objective of dismantling part of the mental health program. 

[Whereupon, at 3:25 p.m. the committee adjourned.] 





APPENDIX 

REVIEW  OF  PROGRAMS  AND  ORGANIZATION  OF  THE   HEALTH  SERVICES  AND 
MENTAL HEALTH ADMINISTRATION 

(A Report Prepared for the Assistant Secretary for Health, April 5, 1973) 

I.   STUDY   PERSPECTIVE 

On Februaiy 21, 1973, a special work group was convened by the Assistant 
Secretary for Health who delivered the following charge: 
"... undertake a broad review of HSMHA's programs and organization, and 

their interrelationships with the other health agencies." 
". . . submit to the Secretary, by April 15, 1973, an organization plan which 

will: (1) reflect recent and projected changes in the programs administered by 
HSMHA; (2) be designed to help achieve the Department's goals in the field of 
health services with maximum management effectiveness and efficiency." 
1. Extemive inlerviews were conducted 

Also explicit in the charge was the desire to achieve broad input into the study 
through extensive interviews. During the course of the study, more than 80 
officials and staff inside and outside HSMHA were interviewed by the task force. 
The list of interviewees is shown in Appendix A. 
i.  The appropriate Federal role in health provided the basis for the organizational 

analysis 
The appropriate federal role in health has been summarized in recent statements 

by Secretary Weinberger and Under Secretary Carlucci. This role is: 
(1) Financing of Health Services to reduce financial barriers affecting access to 

health care. The current vehicles for accomplishing this are Medicare and Medic- 
aid. A more comprehensive approach to national health insurance is likely. 

(2) Health ana Medical Research activities that have broad national benefits 
but whose high investment costs make it difficult for the private sector or State 
and local governments to make an adequate annual investment. 

(3) Preventive Health and Consumer Protection activities that can be achieved 
best through collective action, such as regulation of the manufacture and sale of 
foods, drugs, and medical products; and preventive health and safety activities, 
such as the control of communicable diseases. 

(4) Limited Technical Assistance and Special Start-up Funding for Demonstration 
of structural changes in the system, to introduce new types of facilities or man- 
power, or to demonstrate new types of delivery systems. 

(5) Health Manpower Education Programs as part of a general educational ini- 
tiative that will place principal reliance for accomplishing this role on the institu - 
tions of higher eaucation with Federal support through general student assistance 
programs administered by the Office of Eaucation. Limited Federal assistance may 
be needed to overcome especially difficult supply and geographic distribution 
problems, or to demonstrate the validity of new types of health professionals. 

(6) Direct Provision of Health Care Only as a Last Resort. The Federal govern- 
ment's responsibilities to provide health and medical services directly to certain 
population groups, such as reservation Indians and merchant seamen, will continue 
until these groups are provided for adequately under other mechanisms. 
S. T%e study had to be broadened beyond just the health sector of D HEW 

With the study requirements to reflect actual and projected program changes 
and achieve the Department's goals in the field of health services with maximum 
management effectiveness and efficiency, the scope of the study could not be limited 
to programs within the NIH, FDA, and HSMHA. Major decisions have been 

(203) 
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made by the Administration that have widespread iinpact and implications beyond 
the present health service? organizational structure. Therefore the issues identified 
and recommendations developed cut across agency lines. 

II.   STUDT PINOINOS 

The findings in this study fall into three general categories: those impacting 
health services across agency lines; those dealing with the HSMHA organization 
a-s presently structured and those pertaining to regional operations. 
/. Health care financing programs need to be developed and administered in the context 

of a total health strategy 
Medicare and Medicaid together represent the largest single Federal influence 

on the nation's health care delivery system. Together they pay for almost one third 
of the inpatient hospital bills in the IJ.S. Expenditures for these programs are esti- 
mated at $17.4 billion in 1974, or almost 80% of the HEW health budget. Because 
of their uncontrollable nature, outlays for health financing and their share of Fed- 
eral health outlays can be expected to increase. 

An important factor in the rapid rise in health care expenditures is the failure 
to achieve changes in the supply and organization of health services that are con- 
sistent with the increased demand generated by the availability of financing. 
Because of the impact financing programs have had on inflation in health care 
costs, new methods are being devised to attempt to utilize Federal financing pro- 
grams to contain these rising costs. In line with these efforts, increased attention 
needs to be paid to problems and inefficiencies of providers and to financing deci- 
sions that affect provider activities and costs. In addition, plans and programs 
that affect the financing of health services need to be integrally related to activities 
aimed at the development and modification of systems of health care delivery 
resources. 

Currently, the major Federal health financing programs are operated by agen- 
cies whose concerns are not the substantive issues of financing insurance programs' 
impact upon health care delivery, but rather managing large scale payment pro- 
grams and determining eligibility of beneficiaries. Although some HSMHA pro- 
grams are attempting to capture third party reimbursement for services, and have 
provided professional advice regarding standards for participation in financing 
programs, the health agencies of HEW have not been in a position to significantly 
influence Medicaid and Medicare. Moreover, the Assistant Secretary for Health, 
even with nominal "policy guidance" responsibility for health financing, has not 
been able to affect the financing programs in an appreciable way. 

The effect of a broad national health insurance program upon the nation's 
health care delivery system will be even more profound than that of Medicaid 
and Medicare. 

It is critically important that the present and future health financing programs 
be integrated with other Federal health activities. 

The following are examples of the integral relationships between future health 
activities and the financing programs that can be achieved most successfully 
through single leadership: 

The benefit package for national health insurance should be designed with 
a view toward medical necessity and efficacy of services covered rather than 
their similarity to other insurance plans. 

The continuing supply and distribution of health care resources need to 
be integrated with the demands for services generated through financing. 

The development and administration of national health insurance should 
embody the experience gained from Medicare, Medicaid, HSMHA, and NIH 
biomedical research in a whole range of activities such as treatments for 
specific diseases, and efficacy of medical care. 

The determination of what constitutes the essential mental health services 
to be covered under national health insurance should be based on the expertise 
of NIMH. 

The effective development of preventive health activities should consider 
whether prevention would be accomplished more effectively through coverage 
of preventive services imder financing or through collective action. 

Coverage of preventive health services under national health insurance 
should be based on the experience of HSMHA as to their efficacy. 

Reimbursement of Federal service projects through national health in- 
surance can be accomplished much more easily and quickly under single 
leadership that could mandate, for instance, reimbursement of free-standing 
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clinics under Medicaid or reimbursement of NHSC personnel by Medicare. 
There is presently no single focus to effect this integration. 

Research priorities for both health services and biomedical research should 
be developed with a view toward the health problems encountered through 
the financing system. 

Economic considerations of providing and influencing distribution of health 
resources through reimbursement policies need to be fully explored. 

These examples illustrate major issues in Federal health programs that can 
only be fully explored and resolved if all health programs are considered integrally 
and if the financing programs art fully utiUzed to determine the outcomes. Such 
issues can most successfully be resolved by consohdation of all HEW health pro- 
grams, including financing programs, under single leadership and responsibility. 

The present operations of health financing programs are not integrally related 
to the other program activities within SRS and SSA. Both M.SA and Bill receive 
administrative support and overall policy direction from their parent organiza- 
tions. Eligibility determination for Medicare is the only function that would have 
to be maintained within the current context of the income maintenance programs, 
but it could be performed on a service basis by SSA, with reimbursement from the 
operating health agencies as appropriate for the services provided. 

In the case of Medicare, eligibility for all social security benefits is determined 
uniformly by SSA staff, and records of eligibility are maintained centrally in 
SSA for each beneficiary. Records on utilization of Medicare are maintained by 
the carriers and intermediaries. Records on beneficiaries' payment of the required 
Medicare deductible are kept centrally in SSA, but are not a part of the larger 
record system on social security beneficiaries' utilization of other social security 
benefits. These activities are routine and do not impact significantly on the health 
deliveiy system and could, therefore, be continued in the current fashion and paid 
for by BHI on a service basis. 

The operation of the Medicare program and its payment system are relatively 
self-contained within BHI. The activities conducted in BHI—the certification of 
providers for participation in Medicare, contracting with the fiscal intermediaries 
and State health agencies, and determination of reimbursement policies in terms 
of reasonableness of cost and appropriateness of care received—are the ones that 
have a major influence on the health care delivery system. The removal of BHI 
from SSA would not seriously disrupt either these activities or the other ongoing 
operations of SSA. 

For Medicaid, both eligibility determinations and the payment of individual 
claims are the responsibility of the States. The Federal functions with respect to 
both eligibility and reimbursement policy are limited to developing regulations and 
guidehnes. Federal payments to the States for Medicaid are made centrally in 
BRS, but the operation is a relatively simple one of determining the allowable 
Federal share of the total States' Medicaid costs. The part of the payment opera- 
tion in SRS that relates to Medicaid could easily be identified and run by MSA. 
Although Medicaid admittedly has less influence on the health care delivery sys- 
tem than Medicare, it is the development by MSA of Federal guidelines to the 
States for reimbursement policy that is critical to influencing the system. In ad- 
dition, these guidelines need to be consistent with Medicare reimbursement policy 
in order to achieve the maximum impact on the health care delivery system. MSA 
could be removed from SRS without disrupting either the Medicaid program or 
the other operating programs in SRS. 
t. The office of the Assistant Secretary for Health will reguire strengthening and 

realigning to effectively assume Us role as a focal point for establishing and 
directing health policy 

Although the Assistant Secretary for Health has been identified as the principal 
ofiScial responsible for the Department's health policies since A|)ril 1968, his office 
has never been staffed or aligned to carry out this responsibility effectively. 
Furthermore, he has not been in a position to direct or to be held accountable for 
the implementation of established policies. The Assistant Secretary, for instance, 
has budgetary responsibihty for only about 20% of the HEW health budget. The 
result has been lack of an integrated health strategy. The authorities and capabil- 
ities of the Assistant Secretary for Health must be enhanced to resolve these 
problems. 

There has been increasing overlap and duplication of staffs and activities be- 
tween the various health programs of the Department especiallj' in the areas of 
research, statistics, and financing standards. The current fragmentation of leader- 
ship and accountability means duplication and waste of staff as well as lack of any 
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effective focus for activities that bridge the financing and service programs, such 
as PSRO's. This lack of focus has resulted in considerable confusion of responsi- 
bility and activity not only within HEW but also throughout the private sector 
which must relate to the federal health financing programs. The Assistant Secre- 
tary's responsibilities should be defined so that he can be held accountable for the 
planning and implementation of all the Department'^ health programs. 
3. The character of HSMHA undergo drastic revision to accommodale the new Federal 

role in health 
The present character of HSMHA reflects the development of a variety of 

categorical grant programs during the 1960's. It is composed of 16 categorical pro- 
grams with narrowly defined missions, each operating relatively independently 
and largely without a clear definition of their relationship to an overall health 
strategy. These programs and functions must be reorganized and redirected to 
contribute more effectively to the Department's health leadership responsibilities. 
New relationships must be established to relate HSMHA programs more effec- 
tively with the current health financing programs and to a future program of 
national health insurance. 
4. The respective roles of the health agencies, especially in applied research and 

control activities, are not clear 
Since the establishment of HSMHA and the realignment of the other health 

agencies in 1968, the major trend in health services programs has been toward the 
delivery of health services in a comprehensive manner. Biomedical or disease- 
oriented research has been maintained in a categorical setting. The Cancer and 
Heart and Lung Disease Acts of 1971 and 1972, however, call for initiation of 
categorical "control" programs in community settings to expedite the translation 
of the results of research into medical practice. The re-introduction of categorical 
service activities in a research setting has confused both the role of research 
programs with respect to delivery of health services and the role of service pro- 
grams with respect to comprehensive approaches to service delivery. 

In addition, applied research that is ostensibly relevant to many health ac- 
tivities has grown up in virtually every health agency of HEW. The question arises, 
then, of whether this research is more effectively carried out in an independent 
research setting, or whether it should be integrally related to the programs it 
supports. 
6. The role and organizational placement of the health manpower programs needs to be 

redefined 
The health manpower development activities of the Department were organized 

in a Bureau of the PubUc Health Service in January 1967. The organization 
provided policy focus for manpower education; unified management of a number 
of special educational support programs for health profes.sionals; and a focus for 
developing innovative methods in health manpower education. 'The Bureau was 
moved to the NIH in 1968 in recognition of the overall impact of research and ed- 
ucational support programs on medical schools and institutions of higher education. 

Until recently, the programs in the BHME have been concerned primarily with 
the education of health manpower and have therefore focused on academic in- 
stitutions. Questions of utilization, distribution, and payment for manpower were 
considered by health services and financing programs. Most of the health service 
programs have therefore established separate manpower development activities to 
address these issues as they relate to their particular health service mission. 

Federal support for education will be provided primarily through general student 
assistance rather than categorical support for educational institutions. The budget 
request for 1974 pha.ses out many of the institutional support programs of the 
Bureau, while increasing special programs to stimulate development of new and 
flexible methods to train and utilize personnel. 

These activities and the manpower efforts that have proliferated among 
HSMHA programs need to be combined to eliminate the duphcation and confusion 
which currently exist. A focal point is needed that views the provision of trained 
manpower for the delivery of health care services as a form of resource develop- 
ment to be undertaken with a view towards its ultimate utilization and reim- 
bursement. 
6. HSMHA is a conglomerate of specialized categorical programs without a central 

purpose supportive of overall health policy. Interprogram communication and 
coordination is minimal and clustering of programs has been marginally effective 
in correcting this problem 

HSMHA was created in 1968 primarily to bring together all programs concerned 
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with the provision of health care. It currently consists of 16 separate operating 
programs, most of which have a separate and unique legislative mandate to 
address a narrowly defined problem within the health care delivery system. 

Viewing HSMHA as a whole, there is a broad range of diverse activities that 
has evolved as each program established separate components designed to meet its 
unique objectives. These range from direct delivery of care to technical assistance 
and basic research. Many of the functions established in the separate programs 
are similar. Most programs have developed a technical assistance and grants 
management capability, for instance, and half of the programs have specialized 
training and research activities. 

There have been attempts, through special projects and committees in such 
areas as data management, third party financing, and services integration to 
involve appropriate programs and combine resources in a HvSMHA-wide effort to 
achieve a coordinated approach to a particular health services delivery issue. These 
efforts appear to have been limited in scope and effectiveness to blend HSMHA 
efforts under a broad health services strategy. 

HSMHA planning has traditionally been done on a program-by-program 
ba,sis rather than in support of agency-wide goals. HSMHA-wide goals have been 
stated in general terms of improving acces.s, efficiency, quality and effectiveness 
of health services. This general approach to goals is a best attempt to summarize 
potential impact of the various programs, but unfortunately these generalized 
goals have been beyond the aggregate ability of HSMHA to achieve. 

In November 1971, HSMHA programs were grouped into four clusters, each 
under a separate Deputy Administrator. These clusters represented the major 
areas of activity within HSMH.\, namely Prevention and Consumer Services; 
Health Services Delivery; Development; and Mental Health. (See Appendix B 
for current HSMHA organization chart.) From interviews with the 16 Program 
Directors, it appears that where clusters served any purpose it was to improve 
the interaction among programs but only those within the cluster. Nevertheless, 
the interviews also revealed that programs within the cluster still duplicate 
efforts and maintain separate staffs; that the most effective program interrela- 
tionships are still at the operating level; and that there is little joint planning, 
operation and evaluation. Half of the Program Directors felt the cluster had no 
effect on their program, and four felt the cluster system had even hindered their 
efforts. 

Interviews revealed a variety of perceptions on the role of the cluster Deputy 
Administrator. Of the responses from the Program Directors, three considered 
the cluster deputy to be a line manager, four a coordinator, while eight thought 
he served as both. There was agreement among the Program Directors that when 
clusters were originally established, the cluster deputy was intended to coordinate 
programs and act as a crisis solver; but, in some instances, depending on the 
deputy's personality, his role gradually became that of a line supervisor. 

In summary, the clusters appear to have offered a convenient way to conceptu- 
alize the broad array of HSMHA programs and to have reduced the direct span 
of control of the Administrator; but not to have been effective in coordinating 
program resources to achieve broader health services goals. 
7. The interface between health service and health care financing programs has been 

inadequate 
Discussions with HSMHA Program Directors revealed that only a few steps 

had been taken at operating levels to assure that adequate relationships exist 
between HSMHA-financed service activities and SSA and SRS financing pro- 
grams. In addition, the relationship of the health service and health financing 
programs in the processes of policy development and program planning is not 
consistent or adequate. As a result, opportunities for an integrated policy with 
respect to health services have been foregope. Crucial decisions regarding the 
implementation and operation of a national health insurance program deserve a 
more thorough and substantive input from the Department's nealth officials. 

With increasing dependence on financing programs for health services, many 
questions arise from the lack of a coordinated health service policy: 

Should grant programs provide a different benefit package from financing 
programs? 

Are some of these services medically desirable, and should they be covered 
under financing? 

What needs to be done to bring the Indian Health system up to standards 
of participation for financing? 
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What is the maximum potential for reimbursement of project grant ac- 
tivities through existing and future financing programs? 

Answers to such questions are essential to developing a unified health strategy, 
and they are possible only through a close integration of all HE W service activities. 
8. The relationskip of mental health to other HSMHA activities is unclear 

At the time the Pubho flealth Service was reorganized in 1967 and 1968, NIMH 
had developed sizable service delivery program elements in addition to its basic 
research activities. It had become a disease-oriented, vertical organization, ap- 
proaching mental health problems through a variety of activities. The placement 
of NIMH in HSMHA in 1968 appears to have made sen-se as organizational house- 
keeping and because NIMH had many functions in common with other HSMHA 
programs. Its size, variety of activities, and single focus, however, make it unique. 
As NIMH is divested of its responsibilities to finance the operation of community 
mental health centers and other mental health training and services, it begins to 
assume the characteristics of the other research institutes at NIH. 
9. The new organization miutt provide for the phase out of major health service 

activities 
The 1974 budget calls for the termination and redirection of several major pro- 

grams and activities in line with a redefinition of the Federal role in health. A re- 
organization that looks toward the future roles in health must at the same time 
provide for the orderly transition of ongoing operations. 

Within HSMHA, the Regional Medical Program, the Hill-Burton Construction 
Program and the Emergency Health Program will be terminated by the end of 
FY 1974. Support for community mental health centers, alcohol abuse projects 
and long term training will be gradually phased out beginning in FY 1974. St. 
Elizabeth's Hospital will be transferred to the District of Columbia, and contracts 
with community hospitals and other Federal facilities will replace direct provision 
of inpatient care in PHS hospitals. Project grant support for Maternal and Child 
Health Service will be replaced by formula grant funding. Although no specific 
action was requested in tne budget, several of the remaining HSMHA programs 
anticipate significant changes in response to the move toward health services 
financing and the discontinuance of activities best supported at the State and 
local level. 

In the Bureau of Health Manpower Education, the budget calls for termination 
of categorical support in allied and public health, and for schools of nursing, 
veterinary medicine, podiatry, pharmacy and optometry. Funding is increased 
for special projects and educational initiative awards in order to focus health 
manpower training support in areas of special need. 
10. The current role of the regional offices and their relationship to national programa 

have not been adequately defined and implemented to reflect the increased emphasi* 
on decentralization 

Tensions exist between the regional offices and national categorical programs. 
The regional offices arc generally concerned with helping develop integrated health 
service systems to meet State and local needs and priorities. On the other hand, 
national programs are generally concerned with specific objectives under more 
narrow categorical missions specified in legislation and appropriations. 

The integration of these categorical programs in supporting comprehensive 
health service development has been defined as a responsibility of the regional 
offices. Recent decisions to accelerate the decentralization of programs to the 
regions stress the need to place decision-making authority closest to the point 
of program implementation in order to improve the effectiveness of programs and 
the coordinat'iU use of all resources in meeting local health care needs. 

Decentrali- "tion of HSMHA grant programs to the regions has proceeded to the 
point where 25 grant programs have been decentralized, representing 60% of the 
total HSMHA grant dollars. Additional grant programs have been partially 
decentralized while another 20 remain centralized. Most of this latter group have 
been determined appropriate for centralized operation. Alcohol and drug abuse 
service grant programs are presently centralized, although decentralization plans 
are now being developed. 

While considerable progress has been made in the decentralization of grant 
programs, the regions have expressed difficulties in achieving program integration. 
During interviews the Regional Health Directors stated the following common 
problems: 

There are serious differences between regional offices and headquarters staff 
with respect to the manner of achieving objectives. Headquarters programs 
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have viewed some efforts at integration as obstacles to the achievement of 
national programmatic objectives. 

Inadequate integration of programs at headquarters leaves too much 
responsibility for coordination at the regional level. 

The fact that regional offices receive separate allocations tied to individual 
appropriations instead of a consolidated operating budget is viewed as a 
constraint to their ability to integrate activities. 

There is inadequate structured regional office input into national policy and 
budget development. 

Relations with Medicaid and Medicare staff are generally episodic and 
unstructured. 

11. The role of the regional office needs to reflect the future Federal roles in health 
At present, the primary role of the HSMH A regional health staff is to implement 

and integrate IlSMHA's various categorical grant programs within the HEW 
region. Organization at the regional level is a reflection of Headquarters organiza- 
tion along cluster and categorical program lines. Coordination with the health 
activities of other agencies is limited in the regions just as it is in headquarters. 
As the HEW health agencies respond to changes in the federal roles in health, 
the RO health staff will be expected to assume the following responsibilities: 

Awarding funds to and monitoring performance of organizations established 
to maintain surveillance of professional standards. 

Monitoring performance of agencies which have roles in health insurance 
financing systems. 

Certifying facilities for participation as providers in health financing 
programs. 

Providing technical assistance to prepare community-level health care 
delivery projects for financing through reimbursements. 

Providing technical assistance to community or State-level authorities for 
the prevention of communicable diseases. 

Coordinating and assisting in collection of data on health care resources 
and health status. 

Awarding funds for State-wide and community level planning and coor- 
dination efforts. 

Assisting in the implementation of programs to provide care for benefi- 
ciaries through direct delivery activities. 

Assisting programs for safeguarding health through enforcement of laws 
governing the manufacture and sale of food, drugs, and other substances. 

III.   RECOMMENDATIONB 

The recommended agency structure for the health services activities of HEW 
contains three new agencies organized around the functions of providing and 
financing health services, development of health resources, and prevention and 
con'..rol of health problems. Within each of these functions, the federal role varies 
from one of direct action to one of serving as a focus for information and advice. 
Four other organizational options which were considered are discussed in Ap- 
pendix C. 

Implementing these three agencies would result in a health structure consisting 
of five agencies, each functioning under a specific health mission: 

Food and Drug Administration—consumer protection. 
National Institutes of Health—biomedical research. 
Center for Disease Control—preventive and public health. 
Health Resources Administration—health care resources. 
Health Services Administration—health services. 

The purpose of this study has been to create a structure that facilitates the 
development and implementation of consistent HEW health policy. The functions 
of the three new agencies provide a continuing focus on the elements that will 
have to be considered in the development of overall health policy. 

Since the establishment of CDC as a separate agency requires very little change, 
the primary elements of this recommendation are to consolidate into two agencies 
major HEW activities that support the provision of health services and the 
development of health resources. 

Within a new agency for health services, all programs now financing or directly 
supporting the delivery of health care would be consolidated. The need to bring 
the major financing programs of Medicare and Medicaid under health policy 
direction has been d^cussed earlier in this report. In addition, the current HSMHA 
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health service programs would be consolidated to facilitate a coordinated approach 
in redirecting these activities toward support through the financing system rather 
than direct Federal assistance. These current HSMHA service programs are 
supported through a variety of mechanisms, including formula and project grants, 
contracts, and direct federal assistance for beneficiary care. 

It is recognized that the effective operation, consolidation, and redirection of 
these activities will place extensive administrative burdens on a new agency that 
is also charged with operating and integrating the health service financing ac- 
tivities. Nevertheless, it is strongly recommended that these functions be in a 
single agency to provide a strong policy focus for health services, to meet the 
need for more efifective interaction between direct service and financing programs, 
and to eliminate costly and at times conflicting duplication of efforts between 
them. 

The consolidation of activities supporting the development of health care re- 
sources is the second major provision. The proposed new HRA will require im- 
mediate and extensive redirection and integration of ongoing programs. A greater 
degree of competence must be developed to provide the surveillance and research 
activities necessary for development of a coordinated resources strategy. In 
addition, this agency will require immediate integration of ongoing resource 
development programs within a coordinated resources strategy. The long term 
focus of this agency must be the provision of information, analysis and advice on 
the overall supply, demand, and effective utilization of health care resources. 

Resource development has been articulated as a Federal responsibility in the 
past, and has been the general goal of numerous, scattered efforts. Consolidation 
of these activities will facilitate more effective utilization of limited Federal 
funding through greater targeting of activities. Problems should be identified in a 
broader context of the overall view of health resources in the U.S. The impact of 
this agency will not depend as much on the operation of direct programs, as on 
their indirect role in influencing the policies and programs of other agencies. 
/. The Health Services Administration unU be the fonts for all HEW Health Services 

activities 
The primary mission of the Health Services Administration will be to provide 

and finance the delivery of health services through Medicare, Medicaid, grants 
and contracts, direct delivery, and ultimately, national health insurance. Major 
functioTis include administering the health care financing programs (Medicare and 
Medicaid); developing and monitoring compliance with standards for participation 
of providers in financing; reviewing the appropriateness of care received in terms 
of cost, quality, and effectiveness; preparing existing health service programs for 
support through third party financing by strengthening their management 
capability and ensuring they meet acceptable standards for reimbursement; and 
providing health services to specific federal beneficiaries while facilitating con- 
version of these activities to support through financing programs. 

The Health Services Administration would include aB HEW health care financing 
aclivilies: the Bureau of Health Insurance (BHI) from the Social Security Ad- 
ministration (SSA); the Medical Services Administration (MSA) from the Social 
and Rehabilitation Service (SRS); the Professional Standards Review Organiza- 
tion (PSRO) and Nursing Home Affairs activities from the OflSce of the Assistant 
Secretary for Health (OASH); and Medical Care Standards activities from the 
Community Health Service. In addition, HSA would include all service project 
activities: family planning projects, neighborhood health centers, family health 
centers, and migrant health projects; formula grants: Maternal and Child Health 
(MCH) and 314(d); and direct care activities: Indian Health Service (IHS) and 
Federal Health Programs Service (FHPS). 

Within this agency, the financing activities might be integrated and organized 
into 3 major components after the BHI substructure. These three financing 
components would be policy development, program implementation, and program 
monitoring. The service and formula grant activities might comprise a fourth 
self-contained component of HSA that has within it functions comparable to the 
financing substructure. The grant services component could contain a unit for 
policy and regulations, one for technical assistance and program implementation, 
and a third for program monitoring. (Training of grantee staffs is considered a 
form of technical assistance.) The direct care activities might comprise the fifth 
component of HSA. These activities are relatively self-contained administratively 
because of their distinct operating requirements, and could retain much of their 
present organizational structure. 

The administrative structure for program direction and staff support in HSA 
would be derived from SSA, SRS, and HSMHA. In addition to the integral BHI 
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and MSA components, certain administrative support functions, such as personnel 
and financial management, are now carried out centrally in SRS and SSA, and a 
proportion of those staffs should be identified and transferred to HSA. There are, 
as well, some policy support activites in SSA that relate to Medicare. The relevant 
portions of these activities—i.e. sub-units of the Office of the Actuary, Office of 
Research and Statistics, Office of Program Evaluation and Planning, and the 
Bureau of Hearings and Appeals—should be identified and transferredf to OASH 
and HSA. 

The Health Services Administration will serve as a policy resource for issues 
concerning the delivery of health services. Information on utilization of all 
federally-financed health services will be collected through HSA, although all 
other data-gathering activities will be conducted in HRA. These operational 
data will include utilization of services through reimbursement, grant, and direct 
service programs and will need to be closely related to baseline and other data 
developed in HRA. All research will be conducted in HRA, including research and 
experiments with the financing sj'stem. HSA staff will identify problems with 
the financing system that have policy implications, and they will work closely with 
HRA research and surveillance staff to develop experiments that help resolve 
these policy questions 
S. The Health Resources Administration will provide national leadership with respect 

to the requirements for and distribution of health resources. 
The functions of the Health Resources Administration will be: providing overall 

surveillance of the status of health care in the nation through State and local 
health planning activities as well as collection and analysis of data on resource 
supply and demand, vital statistics, and disease incidence; developing and testing 
(in coordination with Federal health service activities)  new approaches to the 
Erovision, distribution, and utihzation of health manpower, health facilities, and 

ealth care systems; providing limited special support for development of re- 
sources that are not effectively provided through health service financing or 
general education support mechanisms. 

This agency brings together the entire set of HSMHA organizations now lo- 
cated within the Development cluster—National Center for Health Services Re- 
search and Development, Health Care Facilities Service, Comprehensive Health 
Planning Service, Regional Medical Programs Service, and Health Maintenance 
Organization Service—and the Emergency Medical Services and National Center 
for Health Statistics from the HSMHA Office of the Administrator. The Bureau of 
Health Manpower Education from NIIl, the National Health Service Corps, and 
other health service research and training activities that are now located in various 
HSMHA programs are also brought together in HRA. The Health Resources 
Administration will require a thoughtful and carefully planned integration of 
ongoing programs. In addition, a new program dimension needs to be developed 
to provide a national policy focus with respect to health resources and health data. 
Consolidating these several major programs will be the first step in creating a 
strong, continuing organizational capability ftir health resources activities. 

The substructure of the Agency should clearly reflect the continuum of health 
resource programming: from surveillance of what is happening in the health sys- 
tem and its components; to research and evaluation of specific segments and issues 
related to the health system; to development and operation of well-defined demon- 
strations and limited resource development activities. 

The surveillance component is envisioned to include the current activities of 
the Comprehensive Health Planning Service, the National Center for Health 
Statistics, the manpower intelligence unit in BHME, and current HSMHA 
activities related to the definition of health scarcity areas. The research and 
evaluation component includes the National Center for Health Services Research 
and Development and the research elements of the BHME and other HSMHA 
programs. The development and operations component includes the demonstration 
and developmental programs of the BHME, the National Health Service Corps, 
Health Maintenance Organization Service, and Emergency Medical Services; and 
the operational programs of BHME, the Regional Medical Programs Service, and 
the Health Care Facilities Service. 

It is important to emphasize the need for consolidating ongoing research and 
training activities. Where such ongoing work goes beyond answering the needs 
of specific grant or contract operated programs, they should be included in H RA. 
Program direction and management supjjort for this new agency should be ob- 
tained primarily from BHME and HSMHA. 
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5. The center for disease control will be the focus for preventive health cuUivities 
currently being carried out within HSMHA 

The primary mission will be to provide national leadership for the prevention 
and control of communicable and vector-borne diseases and other preventable 
conditions. Ma.}OT functions will include preventing and controlling communicable 
diseases by stimulating State and community action, providing technical assist- 
ance, and demonstrating effective techniques; developing occupational safety and 
health standards and other related activities to assure safe and healthful working 
conditions; administering programs relating to childhood lead-based paint poison- 
ing and urban rat control; directing foreign and interstate quarantine activities; 
and improving performance of clinical laboratories. 

This agency would contain the programs in the Prevention and Consumer 
Services cluster—Center for Disease Control (CDC), Bureau of Community En- 
vironmental Management (BCEM), and National Institute for Occupational 
Safety and Health (NIOSH). The agency would retain the designation of Center 
for Disease Control, since the primary agency emphasis will continue to be on the 
current CDC activities. The lead-ba.sed paint and rodent control programs and 
associated staff which remain in the FY 19/4 BCEM budget should be incorporat«d 
into the CDC structure, rather than be retained as a free-standing organization. 
NIOSII, however, should retain its independent organizational status in anticipa- 
tion of its transfer to the Department of Economic Affairs under the President's 
Departmental Reorganizational Plan. A careful review should be made of all 
NIOSH activities prior to transfer to DEA, to determine appropriate activities 
to be transferred and to establish future program linkages between DREW 
programs and NIOSH. 

During implementation, special administrative arrangements may need to be 
made if NIOSII central office staff continues to be located in the Parklawn Build- 
ing, while looking to the CDC in Atlanta for overall program direction and manage- 
ment support. The remaining BCEM operations could also be accommodated 
under these special administrative arrangements, if it appears desirable to main- 
tain their present location at Parklawn. It is expected that the combined staffing 
available for this agency in 1974 will be sufficient to manage the new organization. 
4- Other organizational areas will require special attention 

Preventive Health Activities 
In addition to health services and health resources, the third broad comple- 

mentary component of an overall health strategy Ls the function of preventing 
and controlling health problems. Activities of tnis type include the consumer 
protection activities of the Food and Drug Administration, the communicable 
disease prevention and control activities of CDC, and the occupation and en- 
vironmental safety and health activities of NIOSH and BCEM. 

Consideration was given to grouping all preventive health activities under 
single leadership in a health protection agency, as envisioned for the Department 
of Human Resources by the President's Departmental Reorganization Plan. 
This single agency approach would provide the third aspect of an overall health 
strategy and would consider broad questions of how to prevent health problems 
from both a personal health and a public health aspect. Such an agency would 
serve as a source of expertise regarding the efficacy of various preventive health 
services that are proposed for coverage under health financing programs. It would 
also weigh the relative merits of conducting preventive health activities through 
a public health or collective action approach rather than a personal health services 
approach. 

It was generally felt that consolidating preventive health activities under single 
leadership would clarify the definition of preventive activities; however it was 
also recognized that the merger of an enforcement agency with an agency which 
has relied with significant success on cooperative and technical assistance ap- 
proaches would not strengthen either agency's ability to perform. Thus, a move to 
consolidate FDA and CDC is not recommended in this report. The recommenda- 
tion groups all clearly preventive activities that are currently in HSMHA under 
CDC leadership, and maintains the separation of FDA. 

It is important, in lieu of consolidating enforcement and other preventive 
activities, to distinguish their functions from those of other health services and 
health resources. Preventive health activities should be specifically targeted 
efforts designed to determine and reduce the impact of or avoid exposure to 
infectious or unsafe agents or conditions that may have a detrimental affect on 
health. They should not overlap with other more general efforts to increase the 
effectiveness of the entire health care system, nor should they overlap with efforts 
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to improve delivery of general (as opposed to preventive) services by State Health 
Departments. Without a clear demarcation of this nature, activities carried out 
for prevention may become indistinguishable from other health care services. 

National Institutes of Mental Health 
Deliberations concerning the appropriate organizational placement of the 

National Institutes of Mental Health in the restructuring gave consideration to 
several factors. Primary among these were: budget actions consistent with the 
new Federal role in health which de-emphasize service delivery and manpower 
training programs; the resulting emphasis on research as the predominant future 
role of NIMH; and the functional integration being achieved in the recommended 
five-agency approach reflecting resources, services, prevention, research, and con- 
sumer protection. 

There are distinct advantages in considering a functional integration of NIMH, 
i.e., moving manpower training and statistical activities to HRA and service 
deliverj' project and formula grants to HSA. This would achieve a clear con- 
solidation of the health service and manpower programs and facilitate the neces- 
sary conversion to other financing mechanisms along with similar activities in 
the new HSA. It would simplify policy development and implementation for such 
programs. In addition, the NIMH experti.se would facilitate the inclusion of 
coverage for essential mental health services in the financing programs. Under this 
approach, the basic research and research training activities would be moved to 
the NIH. 

The NIMH alcohol and drug abuse service activities, however, require legisla- 
tion to be separated from NIMH. Since fea-sibility of short-term implementation 
was an important consideration, the separation of alcohol and drug abuse services 
from NIMH was not recommended. This decision impUes the retention of at 
least some service activities within what will become primarily a research program. 

At the same time, there is merit to placing primary emphasis by organizational 
placement on the future role of NIMH as a research-oriented organization without 
limiting its activities to research. This would result in a minimum of disruption 
within mental health activities, with the possible risk of complicating the future 
conversion of setvice and manpower programs. 

Given these considerations, it is recommended that NIMH be retained as a 
free-standing Institute and be placed within NIH. Placement of NIMH in NIH 
makes it even more important to give attention to resolution of the issues con- 
cerning relationships among the health service delivery aspects of NIH programs— 
particularly those in the National Cancer Institute and the National Heart and 
Lung Institute—and the proposed Health Services Administration and Health 
Resources Administration. 

Health Service Delivery Aspects of NIH Programs 
The interfaces between basic biomedical research, demonstration, and direct 

delivery are complex. In the specific area of demonstration and direct delivery of 
services, the most obvious area of concern is the re-introduction of control pro- 
grams in the National Cancer Institute and the National Heart and Lung 
Institute. 

It was not possible in this study to give full consideration to defining appropriate 
relation.ships and operational patterns between health service delivery and bio- 
medical research. Control programs and other health service related activities of 
NIH with their categorical focus would attempt to bridge from research to 
services through the establishment of disease-oriented community systems of 
health care. It was the general assumption of this study that these services must, 
in the long run, be tied to health financing programs. While no recommendation is 
being made for organizational changes to address the relationship of service 
delivery and research programs, the area requires further study and resolution. 
Legislative, programmatic, and pragmatic concerns should be incorporated into 
an analysis of alternative steps the Assistant Secretary for Health could take to 
clarify these relationships. These considerations will have substantial impact on 
the HSA service delivery program policy and implementation, decentralization 
actions, regional office program responsibilities, and the future role of research 
programs. 

Applied Health Research 
During the study, it was evident that applied research is being carried out in 

virtua'ly every HEW health agency.  Applied research—both biomedical and 
health services research—is needed to develop means of improving the health 
service delivery system and preventive health services and to provide a sound 

25.1IS O - 74 —   15 
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scientific basis for regulatory action by FDA. This research was initially the 
responsibility of NIH, but nas grown up elsewhere largely because the NIH 
research has been unresponsive to other program needs. 

Environmental health research is probably the most diffuse area of applied 
health research. Within HEW, environmental health research is carried out in 
NIH by the National Cancer Institute, the National Institute for Environmental 
Health Science?, the National Institute of Child Health and Human Develop- 
ment; in FDA at the National Center for Toxicological Research; and in HSMHA 
by BCEM, NIOSH, and CDC. The primarj' need for this research Ls as a scientific 
basis for FDA's regulatory decisions, yet most of the research other than that at 
NCTR is not influenced appreciably by FDA's needs. 

In addition, the applied research problem includes much research that falls into 
the "gap" between NIH and H8MHA. This research would be useful both to 
the financing and delivery of health services and to the development of health 
resources, but NIH considers it too service- or technology-oriented and HSMHA 
considers it too biomedical-oriented. This research could be made more responsive 
to the program needs either by placing it organizationally within the program that 
would use the research results, or by establishing a mechanism for the program 
that needs the results of the research to influence the priorities for and the ways 
the research is carried out. 

It waa recognized that neither of the two possible solutions to the applied re- 
search problem was happening in HSMHA. It was also recognized that the solu- 
tion to the environmental health research problem probably did not lie in HSMHA, 
since the problem concerned primarily FDA and NIH. To attempt to address 
that problem through an applied health research organization in HSMHA would 
tend to complicate rather than simplify it. While the problem requires early 
attention, it was considered more appropriate for study and resolution outside the 
context of this study. 

In general, the applied research problem arises because NIH, the agency whose 
primary mission is research, has often been unresponsive to other program needs 
lor this research. The solution lies either in devising ways to make this research 
responsive while leaving it in its present research setting or to place the research 
activities in the respective program settings where it can be responsive. The 
former alternative appeared more attractive because the direction and setting of 
research priorities, including applied research, is considered an appropriate and a 
necessary activity for the A^istant Secretary for Health. 
6. The regional health director should be the top health official in the region and report 

to the office of the Assistant Secretary for Health 
The major future responsibilities of the regional office (RO) health staff will be 

to help administer and monitor national health insurance activities, provide sur- 
veillance of the health delivery system, and assist in resource development and 
public health activities at the State and local level. The overall mission includes 
the following major functions. 

Standards Compliance.—This will be a major activity in the administration of 
Medicare and Medicaid and in future national health insurance and revenue 
sharing programs. Standard setting and compliance activities relating to health 
provider participation influences the manner in which those services are orga- 
nized and delivered. This function must be conducted in close cooperation with 
the designated State and local agencies. 

Surveillance.—Regional Offices will play an important role in the health intel- 
ligence network. Information on health care needs, conditions, and program effec- 
tiveness must be gathered and analyzed on a State and regional basis to monitor 
programs and problems; to predict trends; to assess resource utilization; and to 
provide the basis for developing strategies for change in health financing and 
resource development programs. 

Resource DeoelopmerU.—As an outgrowth of surveillance and assessment activi- 
ties, the RO should target technical assistance and demonstration support to 
States and communities and provide means for channeling new health services 
knowledge and new developments in science and technology as a result of research. 

Technical assistance activities should utilize capacities available within the RO's 
within the five central agencies, and elsewhere in the Department, as well as in 
other specialized resources throughout the nation. Technical assistance resources 
must be enhanced and expanded as appropriate. Support of this type will need to 
be provided to community groups and agencies, as well as health institutions and 
official agencies. 

Preventive and Public Health Activities.—The Department's health activities 
have traditionally been especially concerned with helping the development of 
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State and local public health services. This focus should continue through the 
RO's, although it should be developed in a context of concern for a total health 
strategy. Eflfective assistance in this area will require a clearer definition of pre- 
ventive health activities that should be focused on problems of disease control 
through epidemiology and immunization. 

Given the stated mission of the regional health staff and the related functions, 
the recommendations on the RO's are: 

The Regional Health Director (RHD) should be the principal health 
official in the RO. This role should include a broad mandate encompassing 
program leadership, planning, implementation and direction of day-to-day 
operations. It also should include a relationship with the Regional Director 
as principal health advisor, making unnecessary the position of Associate 
Regional Director for Health. The RHD should be responsible for all health 
programs in his region. 

The RHD's should report to the Assistant Secretary for Health through 
the Deputy Assistant Secretary for Program Operations. 

The capacity of RO staff to provide technical assistance should be increased 
as appropriate. 

Grant decentralization should be completed promptly. 
The RHD should develop mechanisms for the full integration of the efforts 

of the regional health staff such as consolidated work plans; consolidated 
operating budget for salaries and expenses; and flexibility in utilization of 
personnel. 

IV.   NEXT  STEPS 

Several factors need to be considered carefully in the development of an im- 
plementation strategy: 

There is presently a high degree of momentum associated with the new 
leadership in DHEW which could be supportive of reorganization. 

New agency heads will be designated in the near future. Reorganization 
activities should begin as soon as possible to avoid territorial disputes that 
may develop with delayed action. 

The overall impact of the new health leadership to effect the proposed 
or^nizational changes will diminish with prolonged delay. 

The current uncertainty and restlessness that permeates HSMHA demands 
immediate action and strong leadership. 

The abolishment of HSMHA and creation of two new agencies (Health 
Services Administration and Health Resources Administration) could be 
done internally under the direction of an acting Administrator of HSMHA. 
The outward appearance of this approach, however, could well be construed 
as procrastination, with no intention of carrying out the reorganization. The 
need to avoid prolonged organizational chaos would argue strongly for an 
immediate break of HSMHA into HRA and HSA, with each agency reporting 
directly to OASH. 

Since all of the recommended actions can be effected within the authority 
of the Secretary, concurrence in the overall concept at that level will be 
sufficient to begin implementation under the leadership and direction of the 
Assistant Secretary for Health. 

The development and approval of a complete organizational plan contain- 
ing detailed mission and function statements for all units is a time-consuming 
process. Effective reorganization will be seriously jeopardized if this process 
must be completed before implementation begins. 

Immediate implementation will require management flexibility for making 
operating decisions within the overall framework of the recommended plan. 

Details of the organizational structure can be developed as implementation 
proceeds. 

Considering these factors, it is recommended that implementation proceed 
under the leadership of a management team assembled by the Assistant Secretary 
for Health. The team should include: 

Deputy A.s8istant Secretary for Administration and Management. 
Deputy Assistant Secretary for Medical and Scientific Affairs. 
Deputy Assistant Secretary for Program Operations. 
Administrator of HSA. 
Administrator of HRA. 
Director of NIH. 
Director of CDC. 
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A nucleous of three or four managers that can direct day-to-day activities 
in specific areas of the reorganization. 

There are two principal issues regarding the makeup of the management team. 
The first involves the integration of BHI and MSA and their ultimate transfer to 
HSA. The responsibility for this merger could be assigned to the Administrator of 
HSA along with the realignment of the service programs from H3MHA. Because 
of the magnitude of both tasks, the Assistant Secretary could elect to retain in his 
office the BHI/MSA responsibility until such time as the administrative details 
are finalized, thereby ensuring an orderly integration of these programs into HSA. 

The second issue involves the agency heads' direct participation in this under- 
taking. Effective implementation will require a close working relationship that 
might not otherwise occur if each agency is left on its own to implement respective 
portions of the recommendations. It is quite important, therefore, that the entire 
team be held accountable for the reorganization. 

The following steps should be taken to implement the reorganization: 
Step 1.—Obtain Secretary and Under Secretary concurrence in overall concept. 

With this concurrence, delegate implementation authorit}' and responsibility to 
the Assistant Secretary for Health. 

Step 2.—Brief appropriate Congressional and Executive Offices. It is essential 
that these briefings be completed before details of the reorganization become 
general knowledge. 

Step S.—Appoint the management team and develop an implementation strategy 
and plan. 

Slep 4-—Transfer NIMH to NIH and initiate further study of its internal 
organizational and programmatic inter-relationships. 

Step 5.—Establish CDC as an agency and transfer BCEM and NI03H. 
Step 6.—Establish two new agencies (HRA and HSA) and abolish HSMHA. 
Slep 7.—Transfer BHME from NIH to HRA. 
Step 8.—Establish Regional Office liaison staff under the Deputy Assistant 

Secretary for Program Operations and begin to implement other recommendations 
relating to the Regional Offices. 

Step 9.—On a predetermined date to be established bv the Secretary, preferably 
not later than July 1, 1973, transfer BHI (SSA) and IMfSA (SRS) to the direction 
of the Assistant Secretary for Health. Within 90 days of this action, the OASH 
and the management of BHI and MSA will determine and implement the necassary 
administrative actions to integrate appropriate functions and establish their staETs 
in HSA. 

If implementation is undertaken Immediately along the general steps outlined 
above, the reorganization could reasonably be completed by October 1, 1973. 

Time is of the essence and the degree of success will in large measure depend 
upon the speed with which implementation can proceed in an orderly manner. To 
this end, an early commitment from the Secretary is imperative. 

APPENDIX A 

PERSONS INTERVIEWED DURING STUDY OP HSMHA PROGRAMS AND ORGANIZATION 

HEALTH   SERVICES   AND   MENTAL   HEALTH   ADMINISTRATION 

Acting Administrator: David J. Sencer. 
Deputy, Associate and Assistant Administrators: 

Frederick  L. Stone,  Interim  Deputy  Administrator and  Acting Deputy 
Administrator for Development. 

Beverlee A.  Myers,   Associate  Administrator for Program Planning and 
Evaluation. 

John H. Kelso, Associate Administrator for Management. 
David W. Johnson, Associate Administrator for Regional Offices. 
Gerald N. Kurtz, Associate Administrator for Communications and Public 

Affairs. 
Joan F. Bushnell, Assistant Administrator for Legislation. 
Robert J. Laur, Deputy Administrator for Prevention and Consumer Services. 
Emery   A.   Johnson,   Acting  Deputy  Administrator for  Health  Services 

Delivery. 
Bertram S. Brown, Deputy Administrator for Mental Health. 

Program Directors and Staff: 
David J. Sencer, Center for Disease Control. 
Marcus M. Key, National Institute for Occupational Safety and Health. 
Robert E. Novick, Bureau of Community Environmental Management. 



217 

Marjorie A. Costa, National Center for Family Planning Services; Albert B. 
Lauderbaugh. 

Arthur J. Lesser, Maternal and Child Health Service; Grace M. Angle and 
Ralph R. Pardee. 

Paul B. Batalden, Community Health Service; Michael J. Goran. 
Emery A. Johnson, Indian Health Service. 
Robert E. Streicher, Federal Health Programs Service; Roland D. McRae. 
H. McDonald Rimple, National Health Service Corps; Howard G. Hilton 

and Alexander Montgomery. 
Robert van Hoek, National Center for Health Services, Research, and De- 

velopment. 
Harald M^ Graning, Health Care Facilities Service; Ruth E. Dunham. 
Robert P. Janes, Comprehensive Health Planning Service; John Caponiti, Jr. 
Harold Margulies, Regional Medical Programs Service. 
Gordon K. MacLeod, Health Maintenance Organization Service. 
Bertram S. Brown, National Institute of Mental Health; James D. Isbister 

and James D. Lawrence. 
Morris E. Chafetz, National Institute on Alcohol Abuse and Alcoholism; 

Kenneth L. Eaton and John A. Deering. 
William E. Bunney, Division of Narcotic Addiction and Drug Abuse; Kao^t 

Besteman. 
Theodore D. Woolsey, National Center for Health Statistics; Edward B. 

Perrin. 
Regional Health Directors: 

Gertrude T. Hunter, Region I. 
C. Robert Dean (Acting), Region II. 
George C. Gardiner, Region III. 
Eddie J. Sessions (Acting), Region IV. 
E. Frank Ellis, Region V. 
Holman E. Wherritt, Region VII. 
Abel G. Ossorio, Region VIII. 
Donald P. MacDonald (Deputy), Region IX. 
David W. Johnson, Region X. 

Other HSMHA Staff: 
Eugene W. Veverka and Alvin E. Harvel, Office of the Associate Adminis- 

trator for Regional Offices. 
Donald E.  Goldstone,  Office of the Associate Administrator for Program 

Planning and Evaluation. 

OTHER AGENCIES, HEW 

Morris R. Cammer, Director, National Center for Toxicological Research, Food 
and Drug Administration. 

Joseph P.  Hile,  Director,  Executive Director of Regional Operations,  FDA; 
Ronald T. Ottes. 

John F. Sherman, Acting Director, National Institutes of Health; Robert Berliner, 
Thomas J. Kennedy, Leonard D. Fenninger and Leon Schwartz. 

Kenneth M. Endicott, Director, Bureau of Health Manpower Education, NIH; 
Daniel F. Whiteside and Charles H. Boettner. 

Calvin  B.   Baldwin,  Jr., Executive Officer,  National Cancer Institute,  NIH; 
John C. Bailar, III and John W. Yarbro. 

Theodore Cooper, Director, National Heart and Lung Institute, NIH. 
David P. Rail, Director, National Institute of Environmental Health Services, 

NIH. 
William W. Payne, Deputy Director, National Institute of Environmental Health 

Services, NIH, and Scientific Coordinator of Frederick Cancer Research Center. 
Howard N. Newman, Commissioner, Medical Services Administration, Social and 

Rehabilitation Services. 
Thomas  M.  Tierney,  Director,  Bureau of Health Insurance,  Social Security 

Administration; Irwin Wolkstein and Morris B. Levy. 

OFFICE OF THE ASSISTANT SECRETARY FOR HEALTH,  HEW 

Richard L. Seggel, Deputy Assistant Secretary for Program Operations. 
Scott Fleming, Deputy Assistant Secretary for Policy Development. 
Wade H. Coleman, Special Assistant for Drug Abuse Prevention. 
Rupert F. Moure, Acting Deputy Assistant Secretary for Administration and 

Management. 
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OFFICE OF THE SECRETARY, HEW 

Bernard F. Kelly, Office of the Under Secretary. 
Eugene Rubel, Executive Secretariat (Health). 
Peter B. Hutt, Office of the General Counsel. 
Keith Weikel, Office of the Assistant Secretary for Planning and Evaluation. 
Peter Fox, Office of the A.ssistant Secretary for Planning and Evaluation. 
Thomas S.  McFee, Office of the Assistant Secretary for Administration and 

Management. 
John   Pinney,   Office   of   the   Assistant   Secretary   for   Administration   and 

Management. 
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APPENDIX C 

ANALTSIS OF OBOANIZATIONAL ALTERNATIVES 

Once the broad federal roles in health were defined, a common problem through- 
out the major issues as described was that the current organizational structure was 
inconsistent with these roles and therefore inhibited carrying them out. Four 
organizational options were developed which had as their core the need for an 
organizational framework based on an articulated federal health mission. The 
particular options were developed to isolate issues and contrast alternative ways of 
addressing them organizationally. They were not intended as "either-or" pro- 
posals since there are innumerable variations and combinations possible. 

A review of the current activities of the various health components of HEW 
suggested that there were major health program functions—health services, pre- 
vention of health problems, and development of health resources. The organiza- 
tional options were attempts to "package" various groupings of these program 
functions into agencies with coherent missions. In addition, the options reflected a 
pragmatic concern for the impact of any organizational change in ongoing opera- 
tions in terras of the need to minimize the negative aspects of disruption and to 
maximize the use of existing administrative capabilities. 

1.  DESCRIPTION   OP ORGANIZATIONAL ALTERNATIVES 

For each alternative creating a new agency, a descriptive organizational title, 
abbreviated mission statement, and major functions were identified. These four 
alternatives are shown in chart form on the following page. 

ORGANIZATIONAL   ALTERNATIVES 

EL- 

FDA NIH 

coc 

u^ 

1 1 1 
CO »s» 

toe 
Ox.. 

SAA HS A RA 
Aliiili«l 

MIAK HSMHA INTO TNIR 
AGINCItS AlONC rUTUU 
rUNCTIONAl lINiS 

OMION 1 
MIAK HSMHA INTO rOUl 

AOINClEi WITH IXISTINO 
AOMINISTIATIVI CAMCITT 

OfTION > 
UfAK HSMHA INTO THIO 

AGENCIIS ISTAlllSHINO 
SUaSTANCI AlUSt AND 
tUllDINC ON CDC SUIVIIllANa 
CAPAIIIITT 

OfTION 4 
MIAK HSMHA INTO THIIl 

AGINCIISt TWO lltATID TO 
HIAITH riNANCINO INCIUDIN« 
MSA: ONI WIIH CATEOOBICAi 
tr^Cl&l IMPACT fOCUt 

OPTION I 

Center for Disease CorUrol 

Mission.—Provide national leadership for the prevention and control of 
communicable disease and other public health functions. 

Major Functions.—Develop means to prevent and control communicable 
diseases; stimulate State and community action through surveillance and educa- 
tion; provide technical assistance and demonstration of effective techniques for 
control of communicable diseases; enforce foreign quarantine regulations; ad- 
minister State formula grant programs for drug abuse, alcoholism, pubfic and 
mental health services, and maternal and child health; and develop standards to 
assure safe and healthful working environment. 
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Current organizational elements include the Center for Disease Control, the 
National Institute for Occupational Safety and Health, and all formula grant 
programs. 

Health Resources Administration 

Mission.—Prepare existing federally-assisted health services and manpower 
programs for financing through national health insurance or other appropriate 
sources. 

Major Functions.—Provide management and technical assistance to existing 
health service programs for meeting financing program standards for reimburse- 
ment; continue to provide or arrange for health services to specific federal benefi- 
ciaries while facilitating conversion of these activities to support through financing 
programs; provide student and institutional assistance for the education of 
manpower to meet special problems which are not effectively covered under 
general educational support mechanisms; and support demonstrations designed 
to improve the future production and utilization of health services manpower. 

HRA includes all HSMHA demonstration, service, and training project grant 
programs exclusive of those in CDC; direct care program.s; the Bureau of Health 
Manpower Education exclusive of research and manpower intelligence activities; 
and the Nursing Home Improvement activities. 

Health Insurance Administration 

Mission.—Administer present Title XVIII (Medicare) and Title XIX (Medic- 
aid) programs, including developnr.ent, implementation and enforcement of 
standards, policies and procedures for participation in financing programs; pro- 
vide HEW focus for the development and implementation of national health 
insurance; and conduct programs for monitoring, evaluating, and testing new &p- 
proaches relating to health insurance programs. 

Major Functions.—Administer Title XVIII and XIX programs; develop 
standards and certify providers for participation in financing programs; monitor 
compliance and adequacy of standards; evaluate overall impact of standards and 
financing for policy implications; review appropriateness of care received in terms 
of cost, quality and effectiveness; develop and test new approaches to improve 
the health insurance programs, including financing, delivery systems, and health 
manpower; collect data on health status and health services resources; analyze 
data for policy implications and disseminate information to appropriate action 
agencies. 

HIA includes the health financing and related support activities in the Social 
Security Administration and the Social and Rehabilitation Service; HSMHA ac- 
tivities in medical care standards, research and development, comprehensive 
health planning, and health statistics; research and manpower intelligence from 
BHME; and the Professional Standards Review Organization from OASH. 

OPTION 2 

Center for Disease Control 

Mission.—Provide national leadership for the prevention and control of com- 
municable diseases. 

Major Functions.—Develop means to prevent and control communicable 
diseases; stimulate State and community action through surveillance and educa- 
tion; provide technical assistance and demonstration of effective techniques for 
control of communicable diseases; enforce foreign quarantine regulations; and 
develop standards to assure a safe and healthful working environment. 

The CDC includes the present Center for Disease Control and the National 
Institute for Occupational Safety and Health. 

National Institute of Mental Health 

Mission.—Provide national leadership in the field of mental health, including 
intensive efforts directed at such problems as alcoholism and drug abuse. 

Major Functions.—Conduct and support research, training, and community 
programs in the areas of general mental health, drug abuse, and alcoholism; 
provide focus for collection and dissemination of information on drug abuse and 
alcoholism and other mental health problems; serve as principal focus for behav- 
ioral science activities and for cultural and social problems related to mental 
health. 

The NIMH includes the current NIMH activities except for St. Elizabeths 
-Hospital. 
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Beneficiary Care Adminislralion 

Mission.—Provide or arrange for health care for Federal beneficiary popula- 
tions. 

Major Functions.—Make arrangements for or provide health srevices to 
specified federal beneficiaries; facilitate the conversion of beneficiary care programs 
to financing through national health insurance or other mechanisms. 

BCA includes the Indian Health Service, Federal Health Programs Service, 
and St. Elizabeths Hospital. 

Health Standards and Resources Adminislralion 

Mission.—Facilitate development and implementation of health insurance 
programs through setting and monitoring of standards for participation in in- 
surance programs; surveUlance of health status and system resources; and pre- 
paring existing federally-assisted health services and manpower programs for 
financing through national health insurance or other appropriate sources. 

Major Functions.—Develop standards and certify providers for participation 
in financing programs; monitor compliance and adequacy of standards; review 
appropriateness of care received in terms of cost, quaUty and effectiveness; 
evaluate overall impact of standards and financing for policy implications; develop 
and test new approaches to improve the health insurance programs, including 
financing, delivery systems, and health manpower; collect data on health status 
and health services resources; analyze data for policy implications and disseminate 
information to appropriate action agencies; provide management and technical 
assistance to existing health service programs for meeting financing program 
standards for reimbursement; provide student and institutional assistance for 
the education of manpower to meet special problems which are not effectively 
covered under general educational support mechnaisms; and support demonstra- 
tions designed to improve the future production and utilization of health services 
manpower. 

The HSRA includes the Bureau of Health Manpower Education; HSMHA 
demonstration, service and training project and formula grant programs exclusive 
of those in NIMH and CDC; HSMHA medical care standards, comprehensive 
health planning and health statistics activities; and the Professional Standards 
Review Organization and Nursing Home Affairs activities from OASH. 

OPTION 3 

Communicable Disease and Surveillance Administration 

Mission.—Monitor the health status and health delivery capacity of the nation 
and provide assistance to meet communicable disease and manpower shortage 
problems. 

Major Fundioris.—Conduct data gathering, monitoring or epidemiological 
surveillance of health status and of health delivery resources; communicate 
findings to appropriate action agencies; analyze data for policy implications; 
control communicable diseases through stimulating action by State Health 
Departments or selective federal intervention; provide health personnel to critical 
shortage areas; and develop standards to assure safe and healthful working 
environment. 

CDSA includes the HSMHA components of Center for Disease Control (exclu- 
sive of Smoking and Health), National Center for Health Statistics, National 
Institute for Occupational Safety and Health, and National Health Service Corps; 
and the manpower intelligence activities from BHME. 

Substance Ahiue Administration 

Mission.—Provide assistance for the prevention and control of substance abuse. 
Major Functions.—Develop the means to prevent, control and treat abuse of 

substances such as alcohol, drugs, and tobacco; provide training support for 
health workers in substance abuse; assist States and communities in dealing with 
these problems through public education, technical a.ssi?tance and grant assistance 
to provide for treatment, rehabilitation and other community action programs. 

The SSA includes the National Institute for Alcohol Abuse, the Drug Abuse 
Program, and Smoking and Health activities. 



Heahk Standards and Resources Administration 

Mission.—Facilitate development and implementation of health insurance 
programs through setting and monitoring of standards for participation in insur- 
ance programs; and preparing existing federally-assisted health services and man- 
power programs for financing through national health insurance or other 
appropriate sources. 

Major Functions.—Develop standards and certify providers for participation in 
financing programs; monitor compliance and adequacy of standards; review appro- 
priateness of care received in terms of cost, quality, and effectiveness; evaluate 
overall impact of standards and financing for policy implications; develop and test 
new approaches to improve the health insurance programs, including financing, 
delivery systems, and health manpower; provide management and technical 
assistance to existing health service programs for meeting financing program 
standards for reimbursement; provide student and institutional assistance for the 
education of manpower to meet special problems that are not effectively covered 
under generEil educational support mechanisms; support demonstrations designed 
to improve the future production and utilization of health services manpower; and 
continue to provide or arrange for health services to specific federal beneficiaries 
while facilitating conversion of these activities to support through financing 
programs. 

The HSRA includes the Bureau of Health Manpower Education excluding man- 
power intelligence; all HSMHA demonstration, .service, and training project and 
formula grants exclusive of those related to alcohol, durg abuse, and CDC; direct 
beneficiary care programs including St. Elizabeths Hospital; HSMHA 
activities in medical care standards; comprehensive health planning, and research 
and development; and Professional Standards Review Organization and Nursing 
Home Affairs activities from OASH. 

OPTION 4 

Health Protection Administration 

Mission.—Provide national leadership for protection from public health 
hazards. 

Major Functions.—Develop the means to prevent, control, and treat diseases 
and other health problems that pose a threat to public health through infection or 
safety hazards, such as communicable diseases, alcoholism, drug abuse, smoking, 
and unsafe working environments; stimulate State and community action to deal 
with these problems through surveillance, public awareness and education; and 
direct federal action to provide technical assistance and demonstrate effective 
techniques. 

HPA includes the Center for Disease Control, alcohol and drug abuse activities, 
and the National Institute for Occupational Safety and Health. 

Health Resources Administration 

Mission.—Prepare existing federally-assisted health services and manpower 
programs for financing through national health insurance or other appropriate 
sources. 

Major Functions.—Provide management and technical assistance to existing 
health service programs for meeting financing program standards for reimburse- 
ment; continue to provide or arrange for health services to specific federal bene- 
ficiaries while facilitating conversion of these activities to support through fi- 
nancing programs; provide student and institutional assistance for the education 
of manpower to meet special problems which are not effectively covered under 
general educational support mechanisms; and support demonstrations designed 
to improve the future production and utilization of health services manpower. 

The HRA includes HSMHA demonstration, service, and training project and 
formula grant programs exclusive of alcohol, drug abuse and CDC; direct care 
programs including St. Elizabeths Hospital; the Bureau of Health Manpower 
Education exclusive of research and manpower intelligence; and the Nursing 
Home Improvement activities. 

Health Standards Administration 

Mission.—Provide professional health guidance for administration of financing 
programs; administer present Title XIX (Medicaid) Program; facilitate develop- 
ment and implementation of health insurance programs through surveillance of 
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health status and system resources; and set and monitor standards for participa- 
tion in insurance programs. 

Major Functions.—Develop standards and certify providers for participation 
in financing programs; administer Title XIX Program; monitor compliance and 
adequacy of standards; evaluate the overall impact of standards and financing 
for policy implications; review appropriateness of care received in terms of cost, 
quality, and effectiveness; develop and test new approaches to improve the health 
insurance programs, including financing, delivery system, and health manpower; 
collect data on health status of disease and health services resources; analyze data 
for policy implications and disseminate information to appropriate action agencies. 

HSA includes the Medical Services Administration and related support activities 
in the Social and Rehabilitation Service; HSMHA medical care standards, com- 
prehensive health planning, health statistics, and research and development; 
research and manpower intelligence activities from BHME; and the PSRO 
activities from OASH. 

2.   EVALUATION   or  ORGANIZATIONAL ALTERNATIVES 

The alternatives were evaluated against six criteria which addressed the study 
findings, as well as the practical considerations of implementing a new organiza- 
tional alinement. The ranking of the alternatives within each criteria is shown in 
the following chart and is discussed in detail below. 

EFFECTIVENESS OF OPTIONS IN MEriNG ORGANIZATIONAL CRITERIA 

Criteria Option 1       Option 2       Option 3 Optioo 4 

Facilitates development of inteirated health policy for a national   Most Least Less  More. 
health mission. 

Facilitates interprogram coordination within a sintle agency mission do do do         Do. 
Provides flexibility lor future chante do do do         Do. 
Facilitates regional operations do do do         Do. 
Facilitates implementation t)y buildinion existing administrative do Most do  Least 

strengths. 
Minimizes disruption of ongoing activities  Ltist do More  Less. 

How well does the organization facilitaie development and implementation of 
integrated health policy and strategy for a national health missionf This criterion 
reflects the adequacy of the sum of the agency missions to comprise a total health 
mission as well as the degree to which organizational placement of activities 
supports development of national health policy. 

a. Option I—most effective. This alternative brings together all HEW health 
programs under single health leadership. All activities related to the financing 
of health care, the most extensive health program, would be consoUdated in a 
single agency (HIA) along with the policy supporting activities of surveillance 
and health services research. In addition, the two other agencies (HRA and CDC) 
most clearly represent the other principal health roles of preventive and public 
health activities and resources support. The consolidation of activities supporting 
health care resources will facilitate their redirection toward a more effective 
relationship to the financing system. 

b. Option 4—more effective. This alternative retains the advantage of providing 
an agency focus for health care financing activities (HSA) and resources (HRA). 
The financing role, however, is diminished with the absence of the largest financing 
program. Medicare, from HSA. In addition, the HPA focus is closer to problem- 
solving than prevention, and does not represent an articulated national health 
mission. 

c. Option 3—less effective. The absence of either MSA or BHI further under- 
mines the capacity to address the integration of federal health care financing ac- 
tivities. The existing health agency activities related to standard setting and 
monitoring are consolidated in HSRA, but their effectiveness would be diminished 
because of the additional responsibility to administer ongoing resources and 
direct care programs. The policy support focus is diminished with the separation 
of surveillance activities in CDSA from health services research in HSRA. The 
narrow focus of SAA does not reflect a broad federal mission, as do the other 
agencies. 

d. Option 2—least effective. This alternative does not provide for consolidating 
the operating health care financing programs, and diminishes the focus of HSRA 
on policy support related to these programs. In addition, the resources activities 
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supporting the improved delivery of services are spread across three agencies, 
namely HSR A, BCA, and NIMH. The latter two agencies do not represent artic- 
ulated national health missions. 

How well does the organization facilitate interprogram coordination within a single 
agency misaionf This criterion reflects the importance of a clear mission for each 
agency that unifies programs within the agency and facilitates coordination in 
achieving overall health policy. 

a. Option 1—most effective. Under this alternative, each agency would be 
responsible for a single and distinct health mission. Functions relevant to achieving 
those missions are contained within each agency. Considerable coordination will be 
needed between the direct support for health services contained in the HRA 
with the health care financing agency (HIA). This coordination, however, is not 
required because of duplicative activities, but to implement overall federal policy 
in moving from direct to financing support. 

b. Option 4—more efifective. This alternative contains many of the advantages 
of the above option, but the functions within the HPA are not entirely consistent— 
i.e. alcohol and drug abuse treatment programs are not as closely related to other 
preventive activities as they are to the service activities in HRA. The coordination 
of all resources activities in facilitating their conversion to support through the 
financing system will thus be more complex. 

c. Option 3—less effective. As with option 4 above, the coordination of ongoing 
service resources activities is made more complex by housing them in two separate 
agencies. In addition, two agencies lack a unifying mission and contain divergent 
functions. CDSA would be responsible for broad health care surveillance and the 
control of communicable diseases, and the HRSA would be responsible for sup- 
porting policy development in health care financing and the administration of 
health services resources programs. 

d. Option 2—least effective. Resources activities would be distributed across 
three agencies (NIMH, BCA and HSRA) greatlj' complicating their coordination 
and consistent transition to support through the financing systems. Two of the 
agencies (HSRA and NIMH) contain several duplicative functions relevant to 
federal health missions. 

How well does the organization provide flexibility for future change? This criterion 
reflects the ability of the organizational structure to accommodate changes 
which may be reasonably predicted at this point in time, without drastic 
realignment. 

a. Option 1—most effective. This alternative proposes the greatest realignment 
now of the health programs into agencies that serve future functions, (jhangea 
could be accommodated easily within the agencies because their missions are 
broad yet distinct. 

b. Option 4—more effective. This alternative contains many of the advantages 
of option 1 above, but is weakened by the addition of the time-limited direct 
Federal activities in alcoholism and drug abuse to the CDC, and creation of a 
new health protection agency whose focus will have to be changed as alcohol sind 
drug abuse activities are phased out. 

c. Option 3—less effective. This alternative would create a new agency for 
substance abuse to house the time-limited activities in alcoholism and drug abuse. 
As these activities are phased-out, the entire agency would probably be abolished, 
since its focus is too narrow to accommodate future change. In addition, this 
agency sets the precedent for establishment and dissolution of entire agencies 
in response to changing federal priorities for special action in .specific problem 
areas. 

d. Option 2—least effective. Two agencies, namely the NIMH and the BCA 
will require future realignment since they have a specific, categorical focus and 
Contain time-limited activities. 

How well does the organization facilitate regional operationsf Based on the pre- 
liminary findings of this study related to regional office operations, it is assumed 
that regional offices activities will be integrated and focused on: 1) certification 
and monitoring of health care financing standards; 2) data gathering and sur- 
veillance; 3) developing resources for improved health care delivery; and 4) 
strengthening the States' public health capacities. This criterion addresses the 
nuiount of coordination that will be required of regional staff in implementing 
t e policy and programmatic direction of the national health agencies. 

a. Option 1—most effective. Each regional activity is clearly aligned to one 
co.itral agency function, requiring the least coordination at the regional level. 

b. Option 4—more effective. Regional offic&s must coordinate policies from 2 
agencies in resources development activities (HPA and HRA) and in health care 
financing activities (SSA and HSA). 
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c. Option 3—less effective. Regional resource activities will have to coordinate 
policies from two agencies (SAA and HSRA). Regional standards activities must 
coordinate policies from 3 agencies (HSRA, SRS and SSA). 

d. Option 2—least effective. Regional resource activities must coordinate policies 
from three agencies (NIMH, BCA, and HSR.\) and regional standards activities 
must coordinate policies from 3 agencies (HSRA, SSA and SRS). 

How effectively will the organization facilitate implemeiUation by building on exist- 
ing administrative slrengthsf 

a. Option 2—most effective. Three of the agencies, namely CDC, NIMH and 
BCA have substantial independent administrative capacity within them now, 
and the fourth, HSRA, can be readily created building on the administrative 
capacity of HSMHA. 

b. Option 1—more effective. One new agency (HRA) would be created without 
any existing administrative support capacity. CDC is relatively self-sufficient 
and HIA would pick up administrative capacity with the transfer of BHI and 
MSA. In addition, legislation would be required to separate alcohol and drug 
abuse activities from NIMH. 

c. Option 3—less effective. One agency (SAA) would be created without any 
existing administrative support capacity, and one (CDC) would require additional 
administrative staff to assume responsibility for all surveillance activities in 
support of health policy planning. Legislation would be reqmred to separate 
alcohol and drug abuse activities from NIMH. 

d. Option 4—least effective. Two new agencies would be created without 
existing administrative support capacities, namely HRA and HSA. This option 
would also require legislation to separate the drug and alcohol abuse programs 
from NIMH. 

How effectively can the organization be implemented wiihotU disrupting ongoing 
activities? 

a. Option 2—most effective. Under this alternative, all existing programs are 
maintained essentially intact. 

b. Option 3—more effective. The NIMH and BHME programs would be split, 
with activities assigned to separate agencies. Data gathering activities and drug 
abuse and alcohoUsm activities would have to be realigned from their current 
organizations. 

c. Option 4—less effective. This option is identical to option 3, in addition to 
which it would require the transfer of MSA from SRS. 

d. Option 1—least effective. This alternative would be the most disruptive since 
it would distribute the activities of numerous current health services and health 
manpower programs to several different agencies in order to separate formula 
from project grant support in resources development; and would separate data 
gathering and surveillance as well as health services research activities from 
ongoing grant and contract support. In addition, it would require the transfer of 
both MSA and BHI from their current parent agencies. 

3. NEED FOB A COMBINED APPROACH 

As the preceding analysis demonstrates, there are disadvantages inherent in 
each of the four organizational options that were developed. While the first 
option, for instance, appears preferable according to most of the criteria, it would 
be the most disruptive to implement. 

In addition, any of the options containing a separate health resources agency 
and a health insurance agency have two inherent problems. They would require 
considerable policy coordination between the service resource programs and the 
financing policy development activities in order to faciUtate the conversion of 
service delivery activities to support through financing mechanisms other than 
grants. The health resources agency would place all current resource activities 
that are scheduled for termination or conversion to other forms of support in an 
agency that would retain no articulated long-term responsibility for health 
resources. Although many of the present grant-supported service delivery activi- 
ties and the resource development activities are scheduled to be severely curtailed 
or redirected, there will be a continuing need for a capability to address the status 
of health care resources in the U.S. in order to provide responsive leadership and 
develop effective federal policies, including those related to the financing system. 

Upon reexamining the options, it appeared desirable to combine the strong 
features of the four options, and to redefine the role with respect to health 
resources. The organizational recommendation, therefore, represents a combi- 
nation and a reshaping of elements from the four options as they were originally 
developed. 
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